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PREFACE 
a 
A good deal of writing has recently been done in the areas of 
governmental and nonprofit institutional accounting however there has 
not been a comprehensive study of college accounting for more than 
fifteen years. 
f 
Outside accountants and committees sponsored by organizations 
such as the U. S. Federal Government have done most of the writing in 
the field. This study has been conducted by a person engaged in col¬ 
lege accounting on a day by day basis. Such an approach can lead to 
.... . v * 
greater depth in subject areas. 
The purpose of the study is twofold: to present the information 
in such a manner as to enable a person familiar with accounting tech¬ 
niques and principles to become acquainted with college accounting and 
to examine the accounting system to determine to what extent the in¬ 
formation provided is helpful to both internal and external users. 
There are significant differences between accounting for private 
colleges and state universities. The state university practices a com¬ 
bination of college and governmental accounting techniques. This study 
is directed solely to the private college. 
Northampton, Massachusetts 
December, 1967 
L. R. Morrell 
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CHAPTER I 
THE FUNCTION OF COLLEGE ACCOUNTING 
An accounting system should be user oriented by providing useful in¬ 
formation to the user. First, the needs of the user should be determined 
before designing the system in such a manner as to provide the required 
information. The major function or requirement of college accounting is 
stewardship. 
An understanding of the function of college accounting can be gained 
by means of a comparison of it with a commercial accounting system. A 
commercial enterprise is established to produce a profit; to meet the 
needs of the enterprise, the accounting system must provide information 
which enables the determination of the amount of profit made. The college 
being nonprofit has no such motive but is created to provide services to 
the extent to which its resources permit. 
The college receives revenue from two chief sources: tuition and 
funds or appropriations. Tuition income is generally unrestricted how¬ 
ever fund income or appropriations often carry restrictions as to use. A 
key function of college accounting is to report on the uses of funds in 
order that compliance with the restrictions may be ascertained. The 
system must provide for control over expenditures by furnishing the user 
with detailed information as to the allocation of resources. Such infor¬ 
mation is becoming increasingly important with recent experience showing 
that income received from students is becoming less and less sufficient 
to meet total educational costs. Private colleges must depend upon income 
from other sources such as endowment earnings to meet increasing deficits. 
To the traditional users of financial data, namely the board of trustees 
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and other administrative officers, we must add the names of other sources 
of increasing support such as the U. S. Federal Government, private foun¬ 
dations, alumni groups, etc. The efficient use by an educational institu¬ 
tion of the resources made available to it inspires confidence and is 
conducive to outside sources of support. The necessary changes which 
these increasingly important sources of financial assistance are causing 
will be further discussed in the chapter pertaining to statement content 
and format. 
The college accounting system should provide information relating 
to the results of its operations. Rather than having a statement of in¬ 
come showing a profit or loss as in a commercial enterprise the college 
has a statement of resources used. The statement presents the various 
sources of income used or applied to meet total operating expense. There 
is no attempt to match specific items of revenue with expense. This is 
so because unlike a commercial enterprise income does not result from 
expenditures. For example, commercial products are manufactured then 
later sold, resulting in income. In a college the reverse is true in 
that after tuition income is received it later results in expenditures 
* 
necessitated by the providing of educational services to the students. 
Also gifts to the college which provide income result in future expendi¬ 
tures . * 
Another area of major difference is the measurement of management 
performance. The profit or earnings per share data available from finan¬ 
cial reports of commercial enterprises can be used as one of several 
means of evaluating management performance. There are limitations to the 
use of such information since the accounting policies of the firm can 
have an influence on the financial results. On the other hand there 
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is no convenient means of evaluating management performance in colleges. 
Such an evaluation cannot be readily made from the college accounting 
system. Critics have argued that the accounting system does not reveal 
the true cost of educating a student and that the system should provide 
a means of determining whether or not the college is run on an efficient 
basis. While such a system could be developed to determine such things 
0 
as total cost per classroom hour, expense per student year, etc., there 
is yet to be determined a means of measuring the quality of education. 
The above comments have been directed to external use of information 
provided by the accounting system. Equally important is the information 
provided internally to management. As will be discussed later, the budget 
plays a key role in the effective management of a college. With expenses 
increasing more rapidly than resources, college management is looking to 
the accounting system to provide a means of better control. The system 
must furnish not only a comparison of actual and budgeted amounts but in¬ 
formation useful in the preparation of a realistic budget. 
4 
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CHAPTER II 
THE FUND CONCEPT 
There are no capital accounts in college accounting since there 
• ® 
is no ownership equity as such. Instead colleges, like governmental 
units, follow a system of fund accounting. 
# 
Many assets received by colleges are restricted as to use. For 
example, a donor may make a gift to a college for a specific purposd. 
In order to segregate the gift and be in a position to later report on 
its use, a separate fund is established. A fund has been defined as 
■_ . — •* . 
follows: "A sum of money or other resources segregated for the pur¬ 
pose of carrying on specific activities or attaining certain objectives 
in accordance with special regulations, restrictions, or limitations 
,,1 
and constituting an independent fiscal and accounting entity. 
2 
Colleges segregate funds into six groups. 
1. Current funds. 
2. Loan Funds 
3. Endowment and other non-expendable funds. 
4. Annuity funds. 
5. Plant funds. 
6. Agency funds. 
1. Municipal Accounting and Auditing (Chicago: National Committee 
on Governmental Accounting, 1951), p. 23A as cited in Morey, Lloyd 
and Yankee, Glen C., Modern Accounting Theory, ed. by Morton Backer 
(Englewood Cliffs, N. J.: Prentice-Hall Inc., 1966), p. 466. 
2. American Council on Education, College and University Busines^ 
Administration, Volume 1,(Washington, D. C.: The Council, 1952) p. 16. 
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The various groups of funds are described below and illustrated by 
presentation of a typical college balance sheet: 
CURRENT FUNDS 
ANY COLLEGE 
BALANCE SHEET 
Assets 
Current Funds: 
Cash - demand account $ XXX 
Cash - special interest account "XXX 
Investments - short term XXX 
Second mortgage loans “ XXX 
Accounts receivable XXX 
Inventories of supplies XXX 
Other assets XXX 
Liabilities and Funds 
Current Funds: 
Accounts payable and accrued liabilities $ XXX 
Payroll taxes XXX 
Student deposits XXX 
Deferred income XXX 
Unexpended balances: 
Endowment fund income $ XXX 
Gifts expendable for special purposes XXX 
Other XXX 
Investment income reserve 
Alumnae Fund reserve 
Provision for deferred maintenance 
Workmens’ Compensation Insurance reserve 
Provision for non-contributory pensions 
Second mortgage loan fund 
General fund 
XXX 
XXX 
XXX 
XXX' 
XXX 
XXX 
XXX 
XXX $ XXX 
Figure 1--Current Funds Balance Sheet 
-The current funds group constitutes one section of the college 
balance sheet. Each fund group section has its own assets and liabili¬ 
ties or funds. 
The current funds include general operating funds that are avail¬ 
able for unrestricted use and funds that are restricted as to purpose. 
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In the illustration above, the assets of both the restricted and un¬ 
restricted funds are combined, however, the balances in restricted 
funds are shown separately on the liability side of the balance sheet 
The reader should be aware that the current funds group contains 
numerous individual funds. For example, in the Gifts Expendable for 
Special Purposes category .there may be any number of individual funds 
for which gifts have been given, each for a different purpose. 
LOAN FUNDS 
Assets 
Loan Funds: 
Cash - demand account 
Cash - special interest account 
Loans outstanding 
$ XXX 
XXX 
XXX $ XXX 
Liabilities and Funds 
Loan Funds: 
Endowment fund income 
Interest 
Gifts 
College funds 
XXX 
XXX 
XXX 
XXX $ XXX 
Figure 2--Loan funds balance sheet 
The loan fund group includes funds which may be loaned to students 
or members of the faculty or staff of the college. Loan funds are ob¬ 
tained through gifts made to the college for loan purposes, from endowed 
income, the principal of which is designated for loan use, and through 
appropriations from general income. 
When an endowment fund is established for loan purposes the income 
earned by the fund is classified in the loan group and the principal of 
the endowed fund is included as a part of the endowment group. 
Interest earned from outstanding loans is added to the loan group 
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and becomes available for additional loans. It is permissable to charge 
administrative expenses of the loan program to interest income earned. 
This is seldom done; the operational cost of the loan office is usually 
considered an administrative expense of the college. 
The principal of loan funds may be reduced only as the result 
of writing off uncollectible loans. Loan funds are revolving funds 
0 
which over a period of time should be sufficient to meeting continuing 
requirements. The rapid rise in the cost of education has precluded this 
possibility. The increasing demand for loan funds has been met, to a con¬ 
siderable extent, by money made available under the National Defense Edu- 
3 
cation Act. Based on anticipated requirements of its students, the col¬ 
lege submits an annual request for funds to the U. S. Office of Education. 
The college then receives an allocation which must be matched by college 
funds at the rate of one-ninth of the Federal contribution. The matching 
requirement may be met by either an allocation from general income or 
through the application of loan interest earned. As loans are repaid the 
college's share is restored and the balance of the principal is returned 
to the NDEA loan fund for use in granting additional loans. 
3. Title II of the National Defense Education Act of 1958, Public Law 
85-864, as amended. 
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ENDOWMENT FUNDS 
Assets 
Endowment Funds 
Cash - demand account 
Cash - special interest 
Consolidated investments 
Special investments 
Accounts receivable 
$ XXX 
XXX 
XXX 
XXX 
XXX $ XXX 
Liabilities and Funds 
Endowment Funds 
Educational and general purposes 
Auxiliary enterprises 
Student aid 
Loans 
Subject to annuity agreements 
Functioning as endowment 
Accumulated net gain on securities 
$ XXX 
XXX 
XXX 
XXX 
XXX 
XXX 
XXX $ XXX 
Figure 3--Endowment Funds Balance Sheet 
Endowment funds are funds the principal of which may not be expended. 
The funds are invested and the income earned is then either held and ex¬ 
pended for specified purposes or considered a part of general income of 
the college. The board of trustees of a college may designate that cer¬ 
tain funds are to be invested and classified as endowed funds. Such a 
designation may be temporary or permanent in nature. The designated funds 
are known as unrestricted Funds Functioning as Endowment or Quasi Endow¬ 
ment Funds. 
Endowment fund assets are generally pooled for investment purposes. 
There are numerous advantages to pooling the investments as follows: it 
offers a great deal of flexibility since the college can purchase securi¬ 
ties in larger quantities, more stability is realized in that the indivi¬ 
dual endowment fund becomes a part of a larger more diversified pool, and 
record keeping is greatly reduced since each bond or share of stock does 
not have to be identified with a particular fund. 
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A separate principal and income account is established for each fund 
on the liability side of the ledger. Funds are grouped according to use 
such as: educational and general, loans, student aid, etc. Within the 
broad headings there are sub-headings; under the heading of educational 
and general there could be: instruction, lectures, library, faculty re¬ 
search, departmental funds, etc. There is no limit to the number of in- 
0 
dividual funds possible under each sub-heading. 
Only the principal balances of endowment funds are classified in 
the endowment section. As shown in figure I, the unexpended balances of 
endowed income accounts, are included in the current funds section. 
When endowed investments are pooled there are two accounting methods 
that may be followed: the book-value method or the market-value method. 
Under the book-value method, each fund participating in the pool 
receives income based on the ratio that the principal of the partici¬ 
pating fund bears to the total principal of all participating funds. 
The market-value method is operated similar to a mutual investment 
fund. Each fund receives income based on the ratio that the market value 
contributed by it bears to the total market value of all funds. 
The market-value method presupposes the creation of a new investment 
pool each time a new fund is added to the pool or a previous fund is with¬ 
drawn. When this happens a-market valuation must be made of all the se¬ 
curities held in the pool as well as those to be added. The effect is 
that unrealized gains and losses on securities held as investments in the 
pool are included in the formula for distribution of income. Regardless 
of which method is used, the carrying value of the investments held as 
assets of the pool should be cost. Unrealized profits and losses are not 
recognized in the accounts under either method. 
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In either method, undistributed realized gains and losses on in¬ 
vestments may be established as a principal account so that book value 
of the participating funds will remain constant while they are in¬ 
vested in the pool. 
There is a present trend towards the use of the market-value method 
although most colleges still use the book-value method. The market- 
value method has not had wider acceptance because it is not so easily un¬ 
derstood and is more difficult to explain to donors. The method utilizes 
a unit measure in that on the date the pool is established each partici¬ 
pating fund receives units based on the number of dollars it contributes. 
Funds which are added later are given units in the pool by dividing total 
market value of the pooled assets by the number of units outstanding. When 
funds are withdrawn from the pool they receive amounts equal to the market 
value of the units surrendered rather than the actual number of dollars 
originally invested. 
Colleges have been continually increasing the percentage of their 
consolidated investments placed in common stock holdings. In a study 
conducted by The Boston Fund in 1966, it was disclosed that 57% of the 
endowment assets of the 67 largest endowed colleges were invested in com¬ 
mon stocks. This is one of the major reasons for the present trend toward 
the use of the market-value method. The substantial rise in common stock 
quotations has resulted in many colleges having market values of consoli¬ 
dated investments far in excess of book values. As securities are sold 
and gains realized, under the book-value method, the gains are placed in 
a holding account. In the preceding balance sheet, the account is called 
Accumulated Net Gain on Security Sales. It is necessary to distribute 
the accumulated gain to the principal balances of endowed funds on the 
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basis of their pro-rata share. To be current it would be necessary 
that a distribution be made after every security sale which is not 
feasible, instead distributions are made several years apart from each 
other. 
The book-value method discriminates against the older endowed fund. 
This is so because a new fund receives the same percentage of income 
0 
allowed as an old fund. In addition it participates in the distribution 
of the accumulated net gain or security sales. The accumulated net gain 
is created through the sale of securities previously donated by the older 
funds. These securities have undergone a considerable amount of appre¬ 
ciation. ;• 
ANNUITY FUNDS 
Annuity funds are acquired by a college subject to an agreement that 
the college make a periodic payment to the donor for life or a specified 
period of time. A separate income and principal account is maintained 
for each annuity and income is credited to the account on the basis of a 
predetermined rate. Upon termination of the annuity agreement, the prin¬ 
cipal and unexpended income balance are transferred to a fund designated 
in the annuity agreement. 
Accounting entries for annuities are very similar to those made for 
endowment funds. When the balance of annuity funds are not substantial 
they may be classified with endowment funds, as has been done in figure 3. 
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PLANT FUNDS 
Assets 
Plant Funds 
Cash - demand account $ XXX 
Cash - special interest account XXX 
Investments XXX 
Land and improvements XXX 
Buildings XXX 
Properties under construction XXX 
Equipment XXX 
Liabilities and Funds 
Plant Funds 
Expended $ XXX 
Unexpended XXX 
Accounts payable XXX 
Notes payable XXX 
Figure 4—Plant Funds Balance Sheet 
The plant funds group includes funds which have been expended for 
plant and equipment, unexpended funds designated for plant purposes, and 
funds set aside for the retirement of indebtedness. 
When endowment fund money is used to finance plant acquisitions the 
value of the property must be reported in the plant section on the asset 
side of the balance sheet to ensure that the total investment in plant 
is presented under this category. The amount of endowment funds borrowed 
is then shown as a deduction from total plant assets with the net amount 
presented as total plant fund assets. 
AGENCY FUNDS 
'Agency funds are funds which the college is holding as trustee. For 
example, a college may be asked by a private corporation or foundation to 
administer funds for a faculty member to conduct research during the sum¬ 
mer. The college would receive and disburse funds however such trans¬ 
actions would not be considered a part of the institution's accounting 
activities. -13- 
CHAPTER III 
GENERALLY ACCEPTED ACCOUNTING PRINCIPLES 
In June of 1952, the American Council on Education published a 
volume entitled College and University Business Administration. The 
book, seven years in the making, is a presentation of fundamental busi- 
0 
ness principles for colleges and universities. Chapter II of the book 
presents the basic principles of college and university accounting. 
The following is an adaptation of the above basic principles. Princi¬ 
ples I through IX are discussed in detail in Chapter II, devoted to 
the Fund Concept. 
^ Principle I 
The accounts should be classified in balanced fund groups and this 
arrangement should be followed in the books of account and in the finan¬ 
cial reports. 
Principle II 
The financial transactions of the institution should be reported by 
fund groups. 
Principle III 
The following fund groups are recommended: 
Current Funds 
Loan Funds 
Endowment and Other Non-Expendable Funds 
Annuity Funds 
. Plant Funds 
Agency Funds 
Principle IV 
The current funds group includes funds available for general operating 
and for current restricted purposes. 
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Principle V 
The loan funds group includes only funds which are loanable to 
students, faculty, and staff. 
Principle VI 
The endowment and other non-expendable funds group includes only 
funds which are non-expendable at the date of reporting. 
Principle VII 
The annuity funds group includes funds acquired by an institution 
subject to annuity or living trust agreements. 
< , Principle VIII 
The plant funds group includes funds designated or expended for the 
acquisition of physical property used for institutional purposes. 
Principle IX 
The agency funds group includes funds in the custody of the institu¬ 
tion but not belonging to it. 
Principle X 
If money is advanced or loaned temporarily by one fund to another, 
that fact should be set forth on the balance sheet by showing the amount 
4 
as an asset in the fund group making the advance, and as a liability in 
the fund group receiving the advance. 
Borrowing between funds should be avoided as a general rule. In 
instances when funds are borrowed, it should be disclosed on the balance 
sheet as a Due To XX Funds in the borrowing section and Due From XX Funds 
in the lending section. 
Principle XI 
Receipts of cash or other property specifically designated to be 
added to the principal or balance of the funds, or to be expended only 
15- 
for physical plant additions, should be accounted for separately from 
income expendable for current purposes. 
The intent of the principle is to exclude, from current income, all 
receipts which are to increase assets and fund balances. These receipts 
are to be reported in the statements of fund transactions. For example, 
a donor may make a gift of $25,000 to be used for construction of a new 
building. The gift should not be shown as a part of operating income 
but as an addition to a plant fund. The addition would appear on the 
Schedule of Plant Funds Unexpended. 
" v • 4 Principle XII 
The necessity for providing for renewals and replacements of 
property and of charging depreciation depends on the class of property 
under consideration. 
The principle states that since property used specifically for educa¬ 
tional functions was initially provided by gifts, grants, or legislative 
appropriations, and since the property is replaced in like manner, it is 
not necessary to accumulate funds out of current income for renewals or 
replacements. It is, however, considered desirable to make provision 
for renewals and replacements of institutional service property and 
property used by auxiliary enterprises. This subject is discussed more 
fully in Chapter XI, devoted to Depreciation Practices in Colleges. 
Principle XIII 
Accounts should be kept on a modified accrual basis. 
In general, accounts should be kept on the accrual basis. Basically, 
bills for materials received or for services rendered, whether or not 
paid, should be reported to the fullest extent practicable. Income should 
be reported when due or when a bill has been rendered for it, and appro- 
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priate allowances should be made for bad debts or any other losses. 
As noted in Chapter I, the primary function of college accounting 
is stewardship. Because there is no intention to reach a net profit 
figure, certain items are not accrued. For example, few institutions 
find it desirable or necessary to report accrued interest receivable 
or to allocate insurance premiums to subsequent periods. A strong ar- 
0 
gument can be made against this position in that although a net profit 
figure is not the objective of the system, an accurate account of events 
that occurred during the accounting period should be presented. This sub¬ 
ject will be .discussed in Chapter VII, Statement Format and Content. 
Principle XIV 
Current restricted receipts should be reported as income only to 
the extent expended during the year. 
The principle takes into consideration the fact that gifts are 
received for restricted purposes and may not be expended until future 
periods. In effect, the college holds the gift until the time for its 
use then recognizes the income and expense in the same period. In other 
cases funds may be advanced to the college for a specific purpose with 
I 
the understanding that the unexpended balance is to be returned to the 
donor. In such a situation only the funds actually expended would be 
considered a gift. 
The same rule applies to restricted endowment funds. An endowment 
fund may have been established for a restricted purpose and although a 
distribution of earned income has been allowed to it there may not have 
been an opportunity to expend the income for the purpose designated. Again, 
when the funds are expended the income is recognized. 
-17- 
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Principle XV 
Earnings from endowment investments should be reported as current 
general income only to the extent distributed to the individual endow¬ 
ment income accounts. 
Endowment assets are generally pooled into an account entitled con¬ 
solidated investments. Income received from bond interest, bank interest. 
and common stock dividends is credited to an investment income account. 
Each year a portion is distributed to the income accounts of the various 
endowment funds. This is done on a percentage basis, calculated on the 
principal balance of each fund on a given date. Adjustments are made for 
newly established funds. To stabilize income credit, a portion of the 
funds is retained in the reserve. The size of the reserve may vary but 
generally constitutes eighteen months of applied income. The income 
credited to the reserve during the year is not considered income to the 
college, instead, that which is expended is considered as such. 
Principle XVI 
Income and expenditures of auxiliary enterprises should be shown 
separately from other institutional operations. 
Auxiliary enterprises are expected to be self-supporting. The basic 
premise is that the function of the college is education and other activi¬ 
ties such as dormitories, bookstores, laundries, rental housing, etc., 
which are not directly related to the education function, should generate 
sufficient income to meet operating expenses. 
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CHAPTER IV 
BUDGETING PRACTICES 
THE FUNCTION OF THE BUDGET 
The budget is a key document to colleges and universities. Basic¬ 
ally it is a plan of action expressed financially in terms of estimated 
income and expenditures for a given period. For colleges it generally 
serves to adjust expenditures to related income since the requirements 
exceed funds available. 
The primary functions of budgeting are planning and control. The 
administration of a college is charged with the responsibility of making 
the most effective use of the resources at its disposal. An effective 
budget protects the college against over obligation and provides con¬ 
tinuing information as to the state of the finances during the academic 
year. 
The budget also serves as the means by which the board of trustees 
approves income to be collected and expenditures to be made. It confirms 
tuition and fee rates (income) and establishes departmental expenditures 
for salaries, supplies, and equipment. * 
RESPONSIBILITIES FOR BUDGET PREPARATION 
The president of a college, being the chief administrative officer, 
t 
is responsible for the preparation of the budget. Before the actual 
budget can begin to take shape, an overall plan should be developed. The 
plan can best be formulated through a committee as follows:^- 
The president, chairman 
A trustee representative 
4. Association of American Colleges, The Budget and College Planning 
(Washington, D. C.: 1966) p. C-l. 
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Dean of the College 
Chief business officer 
Director of development 
Director of admissions 
Registrar 
One or more faculty members 
The above members will later be called upon to put the budgetary 
plan in action and their participation in the development of a master 
plan not only enhances the'value of it but also encourages a success¬ 
ful implementation of it. 
The role of the president in the committee is one of leadership and 
coordination. He must assign functions to committee members, check on 
- - " ■* * 
progress being made, and establish an overall timetable. More specifi¬ 
cally he should:^ 
1. Make available to the committee full information on the current 
status of the institution. 
2. Review and re-state, if necessary, institutional aims and ob¬ 
jectives . 
3. Participate in the policy decision on enrollment objectives. 
4. Establish faculty salary goals. 
5. Participate with the dean in establishing student-faculty ratio 
goals. 
6. Approve provisions for unfunded student aid expressed in terms 
of a percentage of tuition. 
7. Approve provisions for special purpose funds to be included in 
the projected budget. 
8. Participate with the director of development in projecting ex¬ 
pected income from endowment, gifts, and grants, available for current 
5. Ibid; p. C-2. 
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operating purposes. 
9. Establish policy on faculty leaves of absence. 
10. Determine policy concerning inclusion of contingency and plant 
rehabilitation allowances in the operating budget. 
11. Approve target dates for new facilities, the debt service of 
which must be financed from current operating income or from special 
0 
accounts. 
12. Approve the final plan. 
The trustee representative should be familiar with the development 
of a long-range policyWhen the final budget is presented to the board 
of trustees for approval it is very helpful if a board member had been 
present during the planning committee meetings. The member is thus in 
a position to discuss policy decisions. 
The dean serves as a representative of both the faculty and admin¬ 
istration. Working in the areas of student-faculty ratios, the faculty 
leave program, enrollment projections, and faculty salary goals, the dean 
has a strong influence on budget decisions. 
The basic function of the chief business officer is to analyze the 
4 
financial results of the planning committee’s decisions. He also pro¬ 
vides information concerning the following: 
1. Provide housing information as to occupancy capacities, con¬ 
struction in progress, etc. which will enable the board to establish a 
realistic enrollment goal. 
2. Estimate income from non-tuition sources such as the temporary 
investment of current funds. 
3. Advise the extent to which funds are required to meet debt serv¬ 
ice . 
-21- 
4. Make projections of income and expense based on both an increase 
in present item costs and new expense additions. 
5. Provide information concerning the state of auxiliary enterprise 
income and expense. 
6. Estimate income projections for the endowment funds. 
The director of development provides data relative to projected in¬ 
come from gifts and grants. His role becomes increasingly important as 
* 
private colleges rely more and more on outside sources of support, not 
only for plant additions but to meet operating expenses. The develop¬ 
ment officer must estimate the level of support, the cost of acquiring 
the funds, and the timing of the gifts. 
The director of admissions is very important in growing institutions. 
He must be in a position to estimate enrollment projections and also to 
advise the committee on recent interests of prospective students. Recently, 
in an eastern college, many prospective students showed an interest in the 
use of computers as a teaching tool. As the students became more exposed 
to computer techniques in secondary schools, they anticipated an even 
greater application at the college level. Such information can be very 
4 
helpful to the planning committee. 
The registrar provides statistics concerning class sizes, course en¬ 
rollments, student-faculty ratios, student attrition, etc. 
The faculty is represented on the committee by the dean; in addition 
it is helpful to have another representative who is a full-time faculty 
member. This could be the chairman of a faculty committee or other faculty 
group. The faculty point of view on planning matters is essential. 
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PREPARATION OF THE BUDGET 
Once a master plan for the college has been established it is put 
into practice through the budget. 
INCOME 
The initial step in the budget preparation is an estimate of income. 
p 
The chief source of income for a private college is tuition. Tuition 
income is estimated by multiplying the number of students to be enrolled 
times the tuition charge for the semester. Enrollment statistics from 
previous years are very.helpful in the computation. Next an estimate 
as to the dollar amount of refunds due to withdrawals must be computed 
then deducted from gross tuition income to determine net anticipated in¬ 
come. Because colleges have fixed commitments which cannot be reduced as 
a result of a student withdrawal, it is the policy of most colleges not 
to refund tuition charges. Some colleges do refund a portion of tuition 
when withdrawal results from illness. 
Other student income must next be estimated. Included in this cate¬ 
gory are: room and board, health fees, graduation fees, registration fees, 
4 
laboratory fees, music fees, etc. Fee income is generally estimated on 
the basis of the amount realized during the five preceding years. 
Endowment income is estimated next. Since endowment income is 
recognized as it is applied,, it is necessary to estimate it on the basis of 
anticipated expenditures. There are two means of doing this: the first 
is through the use of a computation of the percentage of applied to avail¬ 
able, using the previous five years as a basis; the second is through an 
analysis of each fund available. At first, such an analysis of indivi¬ 
dual funds might seem difficult, however, in practice it is easily 
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accomplished. Many endowment funds are unrestricted and are applied in 
full each year. Such funds are grouped under an unrestricted category 
and may be budgeted in the full amount available. Other endowment funds 
are restricted and applied each year for the same purpose; an example 
is an endowed professorship. Applied income of the above categories is 
not difficult to estimate.. The balance of endowment funds require an 
estimation based on previous expenditures of funds available. 
Income from the temporary investment of current cash can be es¬ 
timated on the basis of the average balance times an interest rate. This 
method is applicable when excess cash is maintained in special interest 
accounts, short-term government securities, or commercial paper. Care¬ 
ful consideration should be given to factors influencing the cash balances 
such as: changes in student deposit requirements, semester payment due 
dates, or tuition rates. 
The other major items of income are applied gifts and grants. The 
same principles as those followed in endowment income estimation are used. 
A fund by fund analysis is recommended. 
The above income projections are the responsibility of the chief 
business officer, based on guidelines established by the planning com¬ 
mittee. 
* EXPENSE 
'How a college allocates the budget dollars for expense can greatly 
influence the quality of education it provides. The key to the alloca¬ 
tion process is balance. One means of balance is through the use of 
ratios. Namely, what percentage does each major area of expense con¬ 
stitute of total expense? Several national studies have been made to 
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determine the ranges of expense by category. Such a study was con¬ 
ducted in 1958 by the Fund for the Advancement of Education. While all 
colleges should not adhere to the averages determined in the study, it 
does provide a basis for comparison. 
The key area of expense for all colleges is salaries. Salaries 
may be classified as follows: faculty, administrative, clerical, and 
service. General guidelines must first be established for each group. 
In the faculty area this can be accomplished by the use of ranges for 
each rank; in the administrative and clerical areas the use of percentage 
increases can be applied; a per hour increase may be appropriate in the 
service area. 
In addition to salary increases, the size of the faculty and staff 
must be considered. Are new appointments to be made? Again, the pro¬ 
jected student-faculty ratio will play an important part. Somewhat re¬ 
lated is the list of faculty promotions which must be priced and added 
to the total salary package. 
Directly related to salaries are fringe benefits. For colleges, 
fringe benefits play a major role in total expense, often accounting for 
as much as 10% of the total. The expense of certain benefits, such as 
social security and a pension plan based on a percentage of salary, are 
not difficult to estimate. Other benefits involving tuition grants, 
medical insurance, group life insurance, faculty grants for study, etc. 
require a more detailed study. 
Finally, major items of a non-recurring nature must be considered. 
Included would be large items of equipment, the purchase of property, 
acquisition of works of art, etc. 
Once general guidelines in the above areas are established, the chief 
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business officer should be asked to price the proposed policies; a 
series of adjustments would then be made, each being re-priced. 
After the general policies have been established, a written state¬ 
ment outlining them is forwarded by the president to persons responsible 
for budget submissions. Budget request forms are also made available at 
this time. Each request should have at least three sections: salaries, 
supplies, and equipment. The format of the request varies from college • 
to college but should include a place for the present year's request, the 
previous year's request, and the previous year's expenditures. Informa¬ 
tion pertaining to the previous year is provided by the business office 
prior to distribution of the forms to department heads. 
Department heads return the budget requests to the president via the 
business office. Information is transferred by the business office to 
summary reports which show the total budget situation at a glance. The 
president, department head, and chief business officer then meet in budget 
hearings to discuss the requests. 
Once all departmental requests have been acted upon, general college 
budget accounts are prepared. These could include: travel general, 
entertainment general, miscellaneous expense, commencement expense, in¬ 
surance general, professional services, etc. In addition, a contingency 
fund must be included in the budget to cover extraordinary items of expense. 
Several approaches may be taken in establishing the amount: fixed annual 
allocation, a percentage of the total budget, a percentage added to the 
previous year's figure, etc. 
The final steps are the typing of the approved requests and the 
preparation of the budget summaries. The form in which the budget re¬ 
quest is presented to the board of trustees varies among colleges. Budget 
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summaries and written analyses should be presented, as a minimum, and 
detail supporting the requests should be readily available for consul¬ 
tation. 
Following approval of the budget by the board of trustees, each de¬ 
partment head should be notified as to the amount approved for his de¬ 
partment . 
BUDGETARY ACCOUNTING 
Once the budget has been prepared and approved, the accounting 
system must provide a means of controlling expenditures to ensure that 
•.. • . v * « 
the financial plan of operation is properly functioning. Good control 
provides for a comparison of both income and expense to amounts budgeted 
for each. 
One means of providing budgetary information is to incorporate the 
budgeted amounts into the accounting records of the college. This is 
done by posting estimated income to an account entitled unrealized in¬ 
come and estimated expense to an account entitled appropriations. As 
actual income is accrued it is credited to unrealized income; as expendi¬ 
tures are made they are charged to appropriations. 
The format and extent of utilization of budget reports varies among 
colleges. In administering budget reporting, three things must be con¬ 
sidered: the person for whom the report is being prepared (user orienta¬ 
tion), the information to be provided by the report, and the frequency 
and timing of the report preparation. 
A report prepared for the president should be general in nature and 
provide for overall budget comparisons while a report for a department 
head should provide more detail. It is important to bear in mind that 
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most department heads have had little exposure to accounting methods. 
Next, the information to be included in the monthly report should 
be considered. The report format can be very important in that it may 
provide varying degrees of comprehensiveness. The purpose of the report 
must be decided on prior to form design. 
The timing of the information is critical. It may be better to fur¬ 
nish a less detailed report at an earlier date than a more detailed re¬ 
port when it is too late to take corrective action. 
In summary, the accounting system must provide the following in the 
budgetary process:’ 
1. Past financial data concerning operations. 
2. A means of estimating the financial results of alternate plans 
of action. 
3. Timely reports of the financial position of the college. 
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CHAPTER V 
COST ACCOUNTING AND STUDIES 
In a study conducted for the National Science Foundation, the fol¬ 
lowing statement was made: These interviews revealed two phenomena: 
most university administrators are not customarily provided with cost 
information of sufficient 'refinement to permit them to discharge ef¬ 
ficiently their decision-making, planning, evaluation, and control 
functions; because university administrators generally have not been 
provided with adequate cost information, they do not fully understand 
- • ■; * « 
or perceive the ways in which they could function more effectively if 
o 
better cost information were made available to them. 
Such a broad statement requires closer examination. The key con¬ 
sideration is the degree to which such information is relevant to de¬ 
cision making. The major reason more elaborate cost studies, particu¬ 
larly in the educational area, are not conducted is that college admin¬ 
istrators are not convinced the information provided is useful. The 
above study goes on to suggest what are called conceptual frameworks 
for data bases. Very few specific applications, in the' educational 
areas, are presented which could be practically implemented. One ex¬ 
ample that is suggested is the following: information contained in 
faculty activities surveys can be helpful in assigning equitable teach¬ 
ing loads by focusing attention on those courses which place extraordinary 
demands on teaching faculty and by measuring more carefully extra-instruc- 
8. Peter A. Firmin, et al.. University Cost Structure and Behavior (New 
Orleans: Tulane University, 1967), p. 3. 
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tional demands made by the university on the faculty member.^ Colleges 
are aware of courses which require extraordinary effort on the part of 
a faculty member and teaching assignments are made taking such informa¬ 
tion into consideration. It would seem that a formal questionnaire is 
not necessary to be aware of such information. Besides, different pro¬ 
fessors devote various amounts of effort to a course based on their 
familiarity with the subject material, their amount of teaching experience, 
etc. 
The extent to which cost accounting is practiced by colleges varies 
greatly. A recent.survey of 50 private liberal arts colleges revealed 
that 35 of the colleges do some cost accounting in the area of auxiliary 
enterprises, 10 prepare cost studies in both educational and auxiliary 
enterprise areas, and 5 perform no cost studies. 
It is my opinion that information provided by a cost accounting 
system per se should not be the sole basis for policy formation, however, 
it can play a key role in presenting the financial position of a college 
and in the making of pricing decisions, particularily in the auxiliary 
enterprise areas. Following are several cost studies and a brief purpose 
4 
for each one. The format and content of cost studies varies from college 
to college based on individual requirements. The studies which follow are 
presented as suggestions of possible formats. The exchange of cost study 
formats among colleges could be very beneficial. 
Figure 9 presents a per student direct cost study of dormitory opera¬ 
tions. Figure 10 is an adaptation of the information in figure 9 by the 
addition of unallocated indirect costs. 
9. Ibid; p. 175. 
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ANY COLLEGE 
DORMITORIES 
Operating Statement 
Year Ended June 30, 1967 
Students in Residence 2139 
Salaries and Wages: i 
Administrative Total Per Student 
Heads of House (includes 
maintenance) 
Service Salaries (includes 
maintenance) 
Service-Wages 
Dormitory Office 
Dormitory Decorating 
$124,812.90 
728,678.45 
17,590.88 
44,177.00 
6,066.60 $ 921,325.83 
$ 58.35 
340.67 
8.22 
20.65 
2.84 $ 430.73 
Provisions 553,799.01 258.91 
Laundry and Cleaning 79,983.79 37.39 
Utilities: 
Gas 
Electricity . : 
Water 
Sewer 
Fuel 
11,459.35 
38,058.87 
7,249.43 
5,879-66 
80,394.98 143,042.29 
5.36 
17.79 
3.39 
2.75 
37.58 66.87 
Insurance: 
Fire and Extended Coverage 
Boiler 
7,747.00 
22.00 7,769.00 
3.62 
.01 3.63 
Other Supplies and Expense: 
Linen Service 
Administrative Supplies 
General Stores 
Other Supplies 
18,116.28 
1,168.20 
28,495.93 
9,444.90 57,225.31 
8.47 
.55 
13.31 
4.42 26.75 
Furnishings - Repairs and Replacements 61,606.68 28.80 
Equipment - New and Additional 
Equipment - Repairs 
30,354.14 
8,235.42 38,589.56 
14.19 
3.85 18.04 
Buildings and Grounds: 
Repairs - buildings 
Overhead 
381,138.73 
157,332.62 538,471.35 
178.19 
73.55 251.74 
Total Expense $2,401,812.82 $1,122.86 
Figure 9--Dormitory Cost Study 
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Jltudy 
1966-67 
(Cost Per Student) 
Per Financial Report(Direct Costs) 
Purchasing Office . 
Central Stores and Receiving 
Truck Drivers -- (Assigned to Central Stores) 
Motor Vehicles 
Social Security 
• % 
• 
Undergraduate Resident Students 2139 
Graduate Resident Students 30 
Total Students - * 2169 
$2,401,813.00 
19,684.00 
' 7,504.00 
10,932.00 
576.00 
108,218.00 
$2,548,727.00 
Analysis of Above Captions: 
Purchasing — 
60% of Business Manager $9,000.00 
100% of Asst, to Purchasing Agent 5,750.00 
1007o of Clerical Assistant ^ 3,850.00 
50% of Clerical Assistant 1,084.00 
•; . . $19,684.00 
Central Stores -- 
50% of Total Cost Excluding Truck Drivers — 
Storeman $5,408.00 
Asst, to 
P.A. 6,200.00 
Clerical 
Asst. 3,400.00 15,008 x 50% 7,504.00 
737o of Truck Drivers — 
Three at $4,992 = $14,976.00 10,932.00 
Motor Vehicles — 
$80.00 per month x 9 months 
X 80% 576'.00 
Fringe Benefits (Social Security 4.2% -- Other 4%) 
Dormitories Salaries and Wages $921,326 
'Buildings and Grounds Wages 360,287 
Other Saleries and Wages (above) 38,120 
. - . $1,319,733 108,218.00 
. • 
$2,548,727 > 2169 students equals $1,175 per student. 
Figure 10—Dormitory Cost Study 
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As stated earlier, auxiliary enterprises are expected to be self- 
supporting. To ensure that a proper room and board charge is made re¬ 
quires a computation of expense per student. Total dormitory expense is 
divided by the number of students, the result is a breakeven point for 
rate calculation. The system is thus influential in pricing policy. 
To arrive at a total dormitory expense per student necessitated the 
allocation of several indirect expenses. In the preceding study three 
major areas of indirect cost were allocated: the purchasing office, cen¬ 
tral stores warehouse, and motor vehicles. Each area required a separate 
cost study for the determination of the proportionate share of expense to 
be allocated to dormitories. There are several methods that could be 
used such as: percentage of effort devoted to dormitory operations, 
volume of work assigned by major classification, etc. 
Figure 11 is a study which provides a determination of expense per 
resident week for summer programs. Total direct expenses are accumulated 
in a single expense account. Total resident weeks are calculated by multi¬ 
plying the number of persons in each program by the duration of the pro¬ 
gram. Indirect expense is calculated on academic year data. Total ex- 
4 
pense is then divided by total resident weeks to determine expense per 
resident week. With colleges receiving increasing demands for use of sum¬ 
mer facilities, a cost accounting system which provides expense per resident 
week data is very important. 
The preceding study is useful in instances where the number of persons 
in summer programs is relatively uniform. Special studies would be re¬ 
quired when programs are of such magnitude to influence indirect expense 
on a per student basis. 
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ROOM AND BOARD 
Cost Determination 
(Based on FY 67 Accounting; Data) 
Population 
. Resident 
Persons Weeks Weeks 
N.D.E.A. 17 7 119 
Peabody 24 6 144 
Peabody 1 4 4 • 
S.N.S.S. 11 6 66 * 
S.N.S.S. 1 5 5 : • 
• »• . - • • : • . • 338 • 
Room and Board 
• 
. • 
Actual Per Resident 
Board - Direct Expense Week 
• Provisions $3,506 (1) $10.37 (1) after crediting $430.00 
Labor - Head of House 500 1.48 in maintenance payments 
Labor - Maids and’ Cooks 
Fringe Benefits - 10% 
6,289 18.61 
r 
from employees 
• '• of $6,289. 629 1.86 
Total Board - Direct :$10,924 $32.32 
Room - Direct: 
Actual 
Expense 
Per Resident 
Week 
Utilities $ 258 $ .76 
Laundry 345 1.02 
Janitorial and Special . 
Services 520 1.54 
Fringe Benefits 52 .15 
Total Room - Direct $ 1,175 • $ 3.47 • 
Indirect: (Data From Dormitory Statement of Detailed Financial Report) 
Per Resident Student 
Total Academic Year 
Fuel $ 37.58 $1.17 
Insuranc e 3.63 .11 
Furnishings and Equipment 46.84 1.46 
Buildings and Grounds 251.74 7.86 
• 
$339.79 $10.60 
Total Room and Board Per Student • 
Board $32.32 
Room 3.47 
Indirect • 10.60 
Total Per Week $46.39 
(Based on 32 weeks) 
Figure 11—Room and Board (Summer Programs) 
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The Dormitory Food Cost Report in figure 12 provides both cost per 
student meal by individual dormitory and a comparison of meals served to 
meals possible. Food invoices are designated by dormitory and posted to 
individual expense accounts,, Each dormitory indicates the number of meals 
served on a Daily Meal Report. Dormitories are grouped according to unit 
feeding size and a variance from the group is computed for each house. 
0 
The report is very useful in highlighting possible problem areas, for 
example: 
1. A low percentage of meals served to possible could indicate poor 
food preparation or unsatisfactory menu selection. 
2. An abnormally high cost per meal could indicate poor balance of 
items or perhaps excessive ordering by the dormitory. 
3. An abnormally low cost per meal could indicate inadequate quantities 
of food being served. 
4. When considering the consolidation of feeding units high cost 
areas would be highlighted. 
The report only provides a signal to management; conclusions from 
the information cannot be reached. 
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The Buildings and Grounds Report in figure 13 provides maintenance 
and repair expense data by building. It includes labor and material 
expenditures for both employees of the college and outside contractors. 
Labor is reported by the use of perforated color coded time slips. 
Each employee turns in a daily time slip on which he indicates what jobs 
he was working on. The slips are held and processed weekly through the 
payroll section where total hours are recorded and premium pay operations, 
if any, are noted. The time slips are then sent to the labor distribution 
section where they are sorted by building. The perforation enables a 
multiple sort to be made in instances where more than one building or job 
was worked on. After all the time slips have been sorted by various build¬ 
ings or jobs, they are segregated by color code for each building or job 
and total hours are determined. A color code indicates the labor class 
such as custodian, carpenter, inside laborer, painter, electrician, watch¬ 
man, plumber, etc. The total hours are then multiplied by an average shop 
rate for the labor class and the building or job is charged for the gross 
amount. The use of a shop rate results in the spreading of vacation and 
sick leave to the various buildings on the basis of work done. The total 
4 
labor distribution hours are then compared with total payroll hours to 
ensure that all payroll hours are accounted for. 
Materials and utility charges are also distributed by building or job 
account. An overall utility analysis is also made on a comparative monthly 
report. 
The above information can serve many purposes, for example: 
1. It points out buildings requiring considerable amounts of mainte¬ 
nance. 
2. It provides control over the use of outside contractors. This 
item of expense can be considerable and should be watched carefully. 
3. By comparing previous reports, buildings which are low in main¬ 
tenance cost are revealed. This could mean inadequate maintenance effort 
or signify a building which requires little maintenance effort. 
4. In the case of a dormitory, total expense can be divided by the 
number of students housed to determine cost per student. Such informa¬ 
tion can be useful in deciding which dormitories are to be replaced when 
new units are constructed. 
5. The comparative utility analysis could highlight poor operational 
practices or deficiencies in the building's construction which might re¬ 
sult in excessive heat loss, etc. 
4 
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- BUILDINGS AND GROUNDS 
BUDGET REPORT 
• 
r 
• 
JUNE 
(Includes material 
30, 1967 
and contractor's labor) 
• . 
# 
nnitory Maintenance: 
• 
• 
• 
B & G B 6c G Labor Thru Cont. Labor 
nnitory Expended to'Date Labor • Maintenance Contractors 6c Materials 
bright House $36,686.08- $ 9,681.29 
a) 
• $3,607.86 $ 492.60 $22,904.33 
ldwin House 7,380.35 4,521.35 2,411.45 312.90 •134.65 
Bedford Terrace 19,910.23 7,186.41 4,057.12 1,330.40 7.336.3C 
pen House : 9,235.93 
• 
4,970.30 2,298.31 1,702.00 265.32 
apin House 49,698.16 16,067.09 ' 10,997.12 
4 
6,562.90 16,071.05 
ark House 
/ 
4,466.16 2,526.56 747.04 
1 
.138.00 1,054.56 
nstock House 9,254.19 ■ 5,399.85 3,733.74 12.60 108.0C 
shing House 7.,608,20 5,027.67 2,221.83 271.70 87.00 
^ter House 8,484.63 
* • 
4,481.54 3,949.59 - ,53.50 
wes House 4,779.95 3,663.38 985.57 - 131.00 
wey House 
• 
9,448.35 4,821.99 1,748.71 - 2,877.65 
ew House 3,876.04 1,707.59 1,390.92 575.40 202.13 
len Emerson House 14,184.52 6,806.90 4,586.78 1,890.40 900.44 
rdiner House 20,040.89 11,203.88 6,543.85 1,410.00 878.16 
llett House 9,397.52 5,117.33 2,669.83 62.00 1,548.36 
ven House 5,440.16 3,619.14 1,648.58. - . 172.44 
•pkins House 4,482.55 3,208.47’ 752.31 306.30 215.47 
• 
pkins A House 2,499.58 1,897.92 • 582.76 18.90 - 
>pkins B House 
• 
9,492.95 4,572.99 2,796.59 1,094.40 1,028.97 
hbard House 10,432.28 7,225.87 2,827.07 99.20 • 280.14 
>rdan House 7,261.62 5,405.23 1,727.29 33.60 * 95.50 
‘anklin King House • 9,385.14 5,531.83 3,639.44 21.70 ‘ 192.17 
linpnt House . 8,482;07 5,168.83 3,007.74 99.20 206.30 
. 
iwrence House 9,126.63 6,639.93 1,459.46 - 1,027.24' 
• 
^rris House 25,987.94 12,432.60 4,953.84 3,476.90 
I 
5,124.60 
Figure 13—Buildings and Grounds Report • 
• • -39- • 1 
^AUJLLUUW, UU uujm 
BUDGET REPORT 
.June 30, 1967 
(Includes material and contractor's labor) 
pormitory Maintenance: 
• 
B & G B 6c G Labor thru Cont. LaboJ 
)ormitory Expended to Date Labor Maintenance Contractors £c Material! 
• . (1) 
jlorrow House $14,281.15 $ 8,851. 82 • $4,240.89 $ 395.80 $ 792.6| 
porthrop House 9,202.90 5,176. 86 2,387.40 74.40 1,564.21 
|?a'rk House 11,796.34 4,840. ,44 6,724.74 122.40 108.7(1 
?ark Annex 1,380.51 881, ,94 365.22 80.33 . 53. ol 
[ 
parsons House 
. 
5,408.14 3,518. .81 1,294.82 50.40 544.11 
/ 
?arsons Annex 2,983.19 1,924, ,19 915^39 84.00 59.61 
. . 
Laura Scales House 8,404.11 5,480 .70 2,861.47 - 61.94 
Sessions House 19,565.34 6,657 .98 3,566 .69 1,072.60 8,268.01 
Talbot House 7,769.38 4,998 .39 2,709.38 - 61.61 
Tenney House 3,247.46 • 1,914 .05 529.54 49.20 754-6/1 
Tyler House 8,066.97 5,595 .09 2,271.88 - 200.od 
Washburn House 10,974.27 6,673 .15 2,739.98 1,333.40 • 227.74 
Lesley House 1,361.85 ‘ 680 .21 378.00 - 303.64 
Wilder House 8,413.19 4,567 .51 3,737.14 12.60' 95.94 
Martha Wilson House 13,144.57 8,058 .99 3,936.54 111.00 1,038.04 
Ziskind House 8,009.51 4,359 .19 3,541.42 - 108.90 
150 Elm Street '2,735.04 1,563 .11 1,138.60 
• 
' 33.33 
Dorms. Undist. 82,758.23 60,395 .03 22,337.20 
• . . m 
26.00 
Dorms.Heat Distribution 80,394.98 80,394.98 • 
- 
TOTALS $606,939.25 
• 
$285,023 .40 $221,421.08 $23,297.23 $77,197.54 
(1) B & G Maintenance includes utilities • 
• 
• 
. (Electricity? gas, 
• • 
water, and sewer. 
• 
) • 
. • • • % 
• 
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BUDGET REPORT 
June 30, 1967 
(Includes material and contractor's labor) 
0 
0 
% 
0 
tructional Buildings: 
, lding Expended to Date 
B 6c G 
Labor 
B 6c G 
Maintenance 
Labor Thru 
Contractors 
Cont. Labor 
6c Materials 
; mnae Gym $16,170.38 $ 7,905.61 $ $10.19 - $ 254.58 
itaal House • 6,430.51 6,345.33 85.18 - 
ithouse & Crewhouse 12,055.68 9,338.51 1,616.77 1, 100.40 - 
rk Science Center 190,761.90 68,380.70 122,381.20 ’ - - 
,,0ff. - 48 College La. 
6c Tyler Annex 1,572.67 733.67 839.00 - - 
j:. Off. - 10 Prospect St 1,328.63 
P 
913.31 364.65 - 50.67 
i . Off. - 23B Henshaw . 1,974.53 1,494.41 202.80 277.32 - 
ild House 5,706.94 5,028.80 678.14 
f . 
- - 
m M. Greene 21,853.35 10,194.32 11,290.14 - .368.89 
:field Hall 
. * * • 
6,363.80 
• • 
3,046.21 . 3,228.50 - 89.09 
Lis Chapel 7,455.56 5,041.09 2,239.27 99.20 76.00 
Lly Hall 7,212.10 2,987.75 4,039.16 134.79 50.40 
nan Plant House 8,794.79 2,225.89 2,879.40 3, 689.50 - 
rgan Hall 2,586.02 1,161.09 1,395.75 29.18 
. A. Neilson 6c Hills Add . 59,846.79 38,842.76 19,915.05 '46.50 1,042.48 
erce Hall 9,881.19 6,080.39 3,591.52 - 209.28 
search Greenhouse 727.85 39.85 688.00 - - 
d. Stable 6c Indoor Ring 3,387.90 671.79 1,106.63 
4 
- 1,609.48 
ge Hall 23,997.69 16,569.56 
• 
7,282.19 - . 145.94 
• • 
ott Gymnasium _ v 35,158.42 19,391.12 15,754.63 - 12.67 
;elye Hall 24,206.90 11,631.77 12,575.13 - “ 
:oddard Hall 3,045.78 694.08 2,351.70 - - 
ryon Art Gallery 4,017.34 918.42 2,889.64 
• 
• - 209.28 
. Whately Observatory 381.05 309.24 4.00 67.81 
right Hall * * * .• » • 30,158.63 18,354.73 11,492.82 186.00 125.08 
•idis. Inst. Bldgs. 
TOTALS 
53,708.54 48,124.82 5,583.72 - 
$538,784.94 $286,425.22 $242,485.18 $5, 533.71 $4,340.83 
BUILDINGS AND GROUNDS 
! ' . BUDGET REPORT 
JUNE 30, 1967 
(Includes material and contractor’s labor) 
• * 
0 
irvice and Administrative Buildings: • • 
lilding 
• 
Expended to Date 
B & G B & G 
Labor Maintenance 
Labor Thru 
Contractors 
Cont. Labor 
& Materials 
isiriess Annex 
% 
• $ 5,100.65 $ 3,326.56 
u; 
'$1,774.09 • 
ipen Tool House 452.76 - 293.16 159.60 
)llege Hall 25,851.55' 15,641.71 9,924.36 68.20 111.IS 
imtral Garage & Storage 1,099.56 163.65 935.91 - - 
art Hill Garage 846.51 213.34 569.84, - 63.33- 
irage (101 West Street) 283.99 125.43 158.56 » - 
ateway House 6,001.03 3,352.90 2,438.85 - 209.28 
ervice Bldg. - 126 West « 13,026.67 6,008.59 7,018.08 - - 
torage (108-A South Street) 310.59 • 45.17 98.00 - 167.42 
apen Garage (108-B South) 
TOTALS 
36.45 36.45 - - - 
$53,009.76 $28,913.80 $23,210.85 
• 
$227.80 $657.31 
ither Educational Building s: 
• 
.lumnae House 9,799.87 5,073.50 3,220.36 - 1,506.01 
Japen Annex 1,331.68 932.13 374.22 - 
*.25.33 
)avis Student Center 11,445.14 8,082.31 2,869.39 * 
493.44 
Port Hill Pre-School ' 8,728.33 3,436.70 1,453.43 - 
3,838.20 
•. 
• • 
Sill Hall 12,555.42 10,255.51 '1,926.97 
- 372.94 
Killyer Art Gallery & 
. Graham Hall 16,443.54 10,205.40 6,219.54 18.60 
- 
Mason Infirmary 6,416.86 - 6,160.48 
256.38 
President’s House 10,129.26 5,412.24 4,063.28 
407.40 246.34 
Sunnyside • . . - 1,309.15 36.33 1,272.82 
- . . - 
TOTALS $78,159.25 $43,434.12 $27,560.49 
$682.38 $6,482.26 
(1) B & G Maintenance includes utilities. (Electricity, 
gas, water, and sewer.) -42- 
BUILDINGS AND GROUNDS 
BUDGET REPORT 
• ‘ JUNE 30, 1967 
(Includes material and contractor’s labor) 
ounds Maintenance: 
count 
• 
Expended to Dat 
B & G • 
e Labor 
B & G 
Maintenance 
Labor Thru 
Contractors 
hletic Fields $1,746.86 $ 820.26 ' $926.60 
idle Path 645.58 74.74 570.84 - 
ads, walks, parking lots, 
lights and Lamont Bridge 32,539.76 17,320.04 13,672.28 - 
ding ring & hunt course 402.15 371.71- 30.44 - 
wns and loam 38,279.57 36,279.20 2,000.37 f - 
radise Pond and Dam 727.22 155.47 571.75 - 
... • 
tch basins and sewers , 2,562.93 2,204.30 358.63 
ow removal . 22,239.48 20,563.74 1,675.74 - 
cycle racks, signs and 
skating 1,545.13 1,416.94 128.19 
- 
nnis courts 11,323.49 1,139.10 10,184.39 -• 
TALS $112,012.17 $80,345.50 $30,119.23 
Cont. Labor 
<5c Materials 
1,547.44 
$1,547.44 
I BUILDINGS & GROUNDS ' . UTILITY ANALYSIS 
June 30, 1967 
» 
0 
• 
Lee tricity: 
3nth 
65-66 
Amount • 
• 
66-67 
Amount Increase 
jly $ 6,046*.33 $10,288.80 $ 4,242.47 
ugust 5,434.07 9,524.25 
* . 
4,090.18 
eptember 7,348.52 12,859.32 . 5,510.80 
ctober 9,539.16 13,727.73 . . * 4,188.57 
ovember 9,324.06 14,076.29, 4,752.23 
ecember 8,770.15 12,389.98 
0 
* 
3,619.83 
anuary 9,871.10 12,711.18 • 2,840.08 
'ebruary ‘ 10,583.23 13,703.34 3,120.11 
larch ' ■ ' . 8,889.58 12,417.43 3,527.85 
ipril 10,856.02 14,171.82 .3,315.80 
lay 11,019,49 14,360.52 3,341.03 
June 7,455.61 13.345.52 5,889.91 
TOTALS $105,137.32 $153,576.18 $48,438.86 
Total Expended 
(1966-67) 
Total Budgeted Difference 
(1966-67) 
7. 
Expended 
$153,576.18 $159,000. 30 $5,423 .82 977. 
Water and Sewer: 
• 
. 
♦ 
• • . 
Period Covered Code 
65-66 
Amount Period Covered Code 
66-67 
Amount 
• 
7/1/65-9/30/65 (W) 
10/1/65-12/31/65 (W) 
1/1/66-6/30/66 \ (W) 
$1,165.55 7/1/66-12/31/67 (W) 
2,464.66 1/1/67 - 6/30/67 (W) 
6,087.41 7/1/66 - 6/30/67 (S) 
$5,312.62 
6,087.41 
8,108.20 
.. 
7/1/65-6/30/66 (S) 9,367.30 
TOTALS $19,084.92 > $19,508.23 
Total Expended 
(1966-67) 
Total Budge 
(1966-67) 
ted Difference ' 7. • ' 
Expended 
$19,508.23 $25,000. 00 $5,491 .77 
787. . 
-44- 
BUILDINGS & GROUNDS 
UTILITY ANALYSIS 
June 30, 1967 
Gas: 
Month 
65-66 
Amount / 
66-67 
Amount Increase 
July $ 817.15 
• 
$ 813.38 ( $3.77) 
August 574.98 
• ljl99.76 624.78 
September 1,045.51 1,353.90 308.39 
October - 1,560.52 • 1,497.05 •(63.47) 
November • 1,464.97 1,472.25 7.28 
December 1,102.65 • 1,017.08 ,. (85.57) 
January 1,481.84 1,256.45 , (225.39) 
February 
• 1,543.99 . 1,493.50 (50.49) 
March 1,072.22 . 1,243.46 171.24 
April 1,391.73 1,551.50 159.77 
I 
> May 
• 
1,358.36 1,642.37 284.01 
June 430.98 843.38 412.40 
TOTALS $13,844.90 $15,384.08 $1,539.18 
• Total Expended 
(1966-67) 
Total Budgeted 
(1966-67) Difference 
7. 
Expended 
$15,384.08 $25,000.00 $9,615.92 . 62% 
-45- 
There are numerous ways in which cost studies can be useful. Each 
report should be tailored to the needs of the individual institution. 
The primary use of cost accounting today for colleges is in pricing 
policy. The information such a system provides enables the college to 
determine what the breakeven point is for the operation of auxiliary en¬ 
terprises. The system can also provide data needed to determine rates to 
charge outside organizations, such as private industry or the U. S. Fed¬ 
eral Government, to utilize campus facilities. Unlike private industry, 
there has been no means developed for the objective use of cost account¬ 
ing data in measuring management effectiveness. Such a system might be 
developed as a means of comparing similar state schools provided they 
have like characteristics. 
The discussion so far has been directed toward the area of auxiliary 
enterprises. The other area, educational activities, is considerably 
more difficult to develop. One of the major problems is the allocation of 
overhead expenses. When several courses are taught in the same building 
it is not easy to assign overhead costs by course. 
Before attempting to develop a system, the goal or purpose should be 
4 
defined. Assuming that allocations could be made and a cost per student 
per course were determined, to what purpose would it serve? It could be 
argued that the less efficient courses should be discontinued in favor of 
an expansion of those that are more efficient. By maximizing the training 
output per dollar, more students would receive the benefit of education 
from the limited resources. This leads to a multitude of problems. For 
example, a course taught by a full professor would be more expensive then 
one taught by an instructor. The higher expense can be justified in that 
the professor having more experience than the instructor can provide 3. 
-46- 
better education. 
The use of cost accounting would seem more relevant at a state uni¬ 
versity than the private college. At a state university, colleges in 
effect compete with one another for funds. A cost accounting system can 
provide data relative to comparative expense among the colleges. If ex¬ 
pense goals are properly established then faculty mix and class size ad- 
A 
justments would be made to ensure more uniform efficiency. 
The major item of expense to all private colleges is faculty salaries. 
The two key determinants of educational expense per student are class 
size and faculty mix. A department of senior faculty members teaching 
small classes would be far more expensive than large classes taught by 
graduate students. 
One of the major objectives of college administration is the balancing 
of cost among the various departments. Several aspects should be studied 
as follows: 
1. The average salary of the faculty member by department. 
2. The average class size by department. 
3. The percentage of the various ranks of teaching staff in each 
4 
department. 
4. The average cost of instruction per semester hour by department. 
While no specific decision should be based on any one of the above 
considerations, the more relevant information available to the college 
administration the better position it will be in to make resource alloca¬ 
tions . 
-47- 
CHAPTER VI 
DEPRECIATION PRACTICES IN COLLEGES 
The matter of depreciation of college properties has received con¬ 
siderable attention. Many accountants feel depreciation practices sim¬ 
ilar to those followed in commercial accounting should be adopted by 
colleges. Others feel that since profit determination is not the ob¬ 
jective of college accounting, depreciation would serve no purpose. 
A case against depreciation was made as early as 1926 by Earle L. 
Washburn:° 
v 4 * 
The accumulation of depreciation reserves out of income would merely 
add to the deficit of the institution without the virtue of adding any¬ 
thing to the efficiency with which it serves the community, and at the 
same time would require extra bookkeeping without causing the receipts 
and disbursements to be more effectively accounted for. 
The following position was taken by the American Council on Educa- 
7 tion: 
In commercial enterprises conducted for profit, provision is made 
for depreciation of buildings and equipment used in the' enterprises by 
setting aside reserves out of annual income. In educational institu¬ 
tions the necessity of providing out of income for the depreciation of 
buildings and equipment does not exist due to the fact that these in¬ 
stitutions are not conducted for profit. Their buildings and equipment 
6. Earle L. Washburn. Accounting for Universities, The Ronald Press Com¬ 
pany, New York, 1926, p. 2. 
7. American Council on Education, College and University Business Adminis 
tration, Volume 1 (Washington, D. C.: The Council, 1952), p. 143-151. 
-48- 
nearly always are provided through special appropriations or gifts and 
generally will be replaced in like manner. Furthermore, it is commonly 
held that the current income of educational institutions should be applied 
directly to the educational program of the institution rather than to its 
future building needs. Educational plant includes that property used 
specifically for the educational functions of an institution. It is not 
the practice of educational institutions to provide out of current income 
for renewals and replacements on this class of property. These renewals 
and replacements are usually taken care of through new funds specifically 
designated for that purpose. Educational plant includes, also, certain 
service buildings, such as the power plant. It is desirable to make pro¬ 
vision out of current income for renewals and replacements on this class 
of property. If replacement funds are created, or if such charges are made 
and are entered as current expense, they should be represented by cash or 
other liquid assets and included under Unexpended Plant Funds. A mere 
journal entry without funding the reserve serves no useful purpose. 
Some accountants feel that the exclusion of depreciation as an ex¬ 
pense results in the understatement of educational costs. The claim is 
made that depreciation expense is no different from an expense incurred 
for a consumable supply. 
Very few colleges depreciate educational property while many do de¬ 
preciate auxiliary enterprise property. 
Before considering the advantages and disadvantages of depreciation 
it is first necessary to discuss the purpose of depreciation. The Com¬ 
mittee on Terminology of the American Institute of Certified Public Ac¬ 
countants has defined depreciation accounting as follows: 
Depreciation accounting is a system of accounting which aims to 
-49- 
distribute the cost or other basic value of tangible capital assets, 
less salvage (if any), over the estimated useful life of the unit in a 
systematic and rational manner. It is a process of allocation, not of 
valuation. Depreciation for the year is the portion of the total charge 
under such a system that is allocated to the year. Although the alloca¬ 
tion may properly take into account occurrences during the year, it is 
* 
not intended to be a measurement of the effect of all such occurrences. 
As stated earlier, the accounting system should provide information 
that is useful to the reader. Depreciation practices should be considered 
in the same light. -■ 
The position taken by the American Council on Education is based, 
in part, on the premise that since funds for new buildings are usually 
received as gifts then depreciation charges should not be made to opera¬ 
tions. The source of funding criteria ignores the basic consideration 
of the use to which the information will be put. The accountant should 
first determine what is to be accomplished. 
There is no doubt that the educational cost per student is under¬ 
stated without depreciation. With tuition charges increasing rapidly, 
4 
the private college should be in a position to disclose the educational 
cost per student as a basis for comparison with tuition charged. By 
understating current operating expense, with the exclusion of deprecia¬ 
tion, the college shifts the financial burden to future periods. 
The question then is whether it is the function of the accounting 
system to provide education cost per student data. 
In rnmnip.rr.ial accounting, depreciation is necessary to allocate cost 
over the life of an asset in an effort to match revenue with expense. 
Such a matching process leads to the determination of net profit. The 
-50- 
continuous replacement of property has the effect of spreading relative¬ 
ly uniform depreciation charges over long periods of time. 
The college receives revenue independently of expense. There is no 
cost of goods sold which is later connected to profit through sales. It 
follows, therefore, that depreciation is directly related to the match¬ 
ing process and ultimate profit determination. The basic function of the 
college accounting system is stewardship for which depreciation is not 
relevant. 
Determination of the educational cost per student, through the use 
of depreciation, would be very difficult. While commercial enterprises 
continually replace property, colleges generally utilize buildings over 
long periods of time. The utilization of a building for an extended 
period of time would necessitate depreciation over such a long period 
that the charge would be insignificant. One possible solution would be 
to write the assets up to market value and base depreciation on the ad¬ 
justed base. This, however, would present the same problems of objec¬ 
tivity, cost basis, etc. faced by commercial enterprises. 
In summary, it is recommended that educational property not be de¬ 
preciated as a part of the accounting system. The determination of educa¬ 
tional cost per student should include an allowance for depreciation. 
Such a determination should be made through special studies and not as an 
integral part of the accounting system. 
Auxiliary enterprises are expected to be self supporting and there¬ 
fore should be depreciated. In this respect depreciation is not an al¬ 
location of historical cost but a means of providing for future replace¬ 
ment of existing facilities. When depreciation is taken it should be 
funded and appropriate reserves set aside. The long life of college 
-51- 
plant presents a problem of price level adjustment. Depreciation charged 
over the years does not result in the retention of assets having a pur¬ 
chasing power equal to that required for future asset replacement. The 
problem may be overcome by use of an index. Plant asset costs generally 
move with the price level; information concerning construction indexes is 
readily available. Such an approach may be subject to criticism in that 
* 
it departs from the "cost principle" which relies on objectively deter¬ 
mined historical cost. Such an argument is not valid in this instance 
wherein the purpose of depreciation is future asset replacement. 
;— . .?> * * 
# 
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CHAPTER VII 
FEDERAL RESEARCH GRANTS 
Each year the U. S. Government continues to provide increasing sums 
of money to colleges for the sponsoring of research grants. The addition 
of new programs and the instituting of new systems for the financial ad¬ 
ministration of these programs have resulted in significant changes in 
the college accounting system. Following is a discussion of the proce¬ 
dures utilized in the financial administration of grants. Reporting re¬ 
quirements to the U. S. Government have been standardized, however, there 
are minor differences in the entries made by individual colleges. Since 
most grants are awarded by the National Science Foundation and the U. S. 
Public Health Service (Department of Health, Education, and Welfare), the 
emphasis is placed on these two departments. 
Grant Request 
The grant request contains three basic parts in the budgetary section 
of the application. They are direct costs, indirect costs, and cost 
sharing. 
4 
The direct cost categories are as follows: 
Salaries 
Consultant Services 
Alterations and Renovations 
Permanent Equipment 
Expendable Equipment and Supplies 
Travel 
Publication Costs 
Other 
There is no fixed format for the substantiation of the direct cost 
request. Each major item of expense should be sufficiently detailed to 
enable the reviewing official to determine the degree to which the item 
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is necessary. Particular importance is placed in the calculation of 
salaries and the request for each person must be sufficiently documented 
to show how the proposed salary was reached. 
A budget page from a U. S. Public Health Service grant request fol¬ 
lows in figure 14. 
% 
s' 
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4. DETAILED BUDGET FOR FIRST 12-MONTH PERIOD 
(DIRECT COSTS ONLY] 
ft 0*4 inaouCM 
OESCai?riON r/s*»>K»> AMOUNT REQUESTED fOmU Cfu*> 
rtajONNO. rw« o* 
e/fo>t 
%/xas. 
SAU*t »*1NG£ I5NEFITS TOfAl 
NAME mu of position 
. 
- 
COHS.1TANT J£ avutfS 
• 
tOuttAAfViT . ...... 
* > 
• 
• 
njfpufi m _ 
nuvn 
OOMiJTic 
*0«SGH 
nOS?riAuL*noN iSalJj r*3*»*j 
. 
OVTtAneNT Qi M.'O COS-S (Scudj 
AiiujAnotss amq »«NOvAfiO's«s 
AU OfX£a CC?«NS?S 
fO{M (o« /. /u*» S) 
Figure 14--Research Grant Budget Request 
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Indirect Costs 
Indirect costs are reimbursed on an actual basis. For many years 
colleges were allowed 20% of direct costs to cover overhead expenses. 
The uniform rate was granted to all colleges regardless of size or com¬ 
plexity. Such a standard practice favored certain colleges. Those col- 
leges conducting a considerable amount of research benefited while smaller 
colleges faced a hardship. This situation was true because the larger 
colleges were able to acquire overhead income from many more dollars of 
direct costs. At the same time common facilities were shared by numerous 
v * < 
research activities operating jointly. There was no burden on the part 
of the college to substantiate that overhead expense was equal or larger 
than the reimbursement amount. 
On July 1, 1965 the Bureau of the Budget released Circular A-21, a 
document providing guidelines for the determination of actual overhead 
rates. It was the feeling of the U. S. Congress that colleges should be 
reimbursed on the basis of actual indirect costs rather than an arbitrary 
rate set by the U. S. Government. The purpose and scope of Circular A-21 
4 
is as follows: 
The circular provides principles for determining the costs appli¬ 
cable to research and development work performed by educational institu¬ 
tions under grants from and contracts with the Federal Government. The 
principles are confined to the subject of cost determination and make no 
attempt to identify the circumstances or dictate the extent of agency and 
institutional participation in the financing of a particular research 
project. The principles are designed to provide recognition of the full 
allocated costs of such research work under generally accepted accounting 
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principles. No provision for profit or other increment above cost is 
intended. 
The total operating expense of the college was to be allocated be¬ 
tween direct and indirect expense. A rate was established by dividing 
total indirect expense by total direct expense. The beginning point in 
the rate calculation is the statement of expense as published in the 
annual financial report of the college. An adjusted expense amount was 
first calculated by excluding certain unallowable expenses such as equip 
ment, activities away from the college, advertising costs, and bad debts 
An indirect cost study follows in figure 15. 
/ 
* 
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Any College 
Institution: ...... 
INDIRECT COST RATE FOR FISCAL YEAR ENDED JUNE 30, 1966 
BASED UPON INSTITUTION'S PUBLISHED FINANCIAL REPORT 
AND 
A-21 REVISED MARCH 3, 1965 
(Short Form) 
On Campus Rate Determination 
Total 
Unallowable Costs 
Total- Total 
Other Equipment Allowable All Other 
Total expenditures $11,292,531 $952,165 
per report / 
$253,899 $10,086,467 $7,482,527 
Computation of Indirect Cost Rate 
Total Indirect Cost = $2,603,940 = overhead rate of 34.80% 
Total all other ’-$7,482,527 
Figure 15--Indirect Cost Study 
Total 
Indirect 
2,603,941 
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Any College 
INDIRECT COST RATE FOR FISCAL YEAR ENDED JUNE 30, 1966 
Off Campus Rate Determination 
• (Section G, Circular A21) 
Total Expenditures Per Financial Report $11,292,531 
Less: Buildings and Grounds Expense 
Library Expense 
$841,253 
400,557 1,241,810 
Adjusted Gross Expense • 10,050,721 
Less: Other Unallowable Costs 
Equipment (Excluding-B and G) 
952,165 
923,461 1,875,626 
Total Allowable Costs 8,175,095 
Allocable to Indirect Costs (Per On-Campus Allocation) 
... • 
1,418,647 
Allocable to Other (Per On-Campus Allocation) 6,756,448 
.«■; ** . ■* 
Computation of Indirect Cost Rate (Off-Campus) 
$1,418,647 = 
6,756,448 
Total Indirect Cost 
Total Other Cost 
overhead rate of 21% 
Cost Sharing 
The Congress went further in the matter of reimbursement by stating 
that it is not the intent of the Government to bear the full cost of 
research. Each college is expected to share in the cost on a more than 
token basis. No more specific requirement was issued. The result is 
that colleges do not cost share uniformly but on an individual basis. 
Each budget must contain a provision indicating the extent to which the 
college will share in the cost of the project. The cost sharing require¬ 
ment may be met either by a contribution of direct expenses such as 
.fr ' » 
salaries, supplies, and equipment or by the acceptance of a reduced in¬ 
direct reimbursement rate. Many colleges have elected the latter because 
of the simplicity of administration it offers. Once the overhead rate 
has been audited the cost sharing requirement is met through direct ex¬ 
penditures. As funds are disbursed that portion of indirect expense not 
claimed is automatically applied to cost sharing. 
Accounting Entries for Grant Awards 
The college is notified of grant awards through a grant award letter. 
The letter identifies the funds provided for both direct and indirect 
costs and states the cost sharing requirement. The direct expense award 
is designated by the same categories as those appearing in the grant pro¬ 
posal. The director or principal investigator has authority to transfer 
~ " . o 
funds between categories with the following conditions: 
1. Ordinary items of office equipment and furniture, air conditioners, 
8. National Science Foundation, Grants for Scientific Research (Washington, 
D. C.: The Foundation, 1963), p. 22. 
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f 
and motor vehicles will not be charged to research grant funds unless 
they have either been provided for in the budget summary or are approved 
by a subsequent letter from the Foundation. 
2. The amount provided for permanent equipment may not be exceeded 
with specific Foundation approval. 
3. No amounts may be spent from grant funds for salaries of the 
principal investigator or other senior personnel (faculty members in the 
case of academic institutions) in excess of those provided in the budget 
summary without specific Foundation approval. 
4. The Foundation^expects to be informed promptly by the grantee of 
any significant departures from the budget summary, not requiring prior 
approval of the Foundation in the three preceding paragraphs. 
The award letter constitutes authority for the obligation of grant 
funds. Since no cash has been received at this point the following entry 
is made: 
Accounts Receivable (agency) XXX 
Unexpended Grant Balance Authorization XXX 
A separate receivable account is established for each granting agency. 
It is not necessary to identify each individual grant in a subsidiary 
ledger. 
* „■ Monthly Cash Request 
At one time the Government forwarded a check as an enclosure with 
the grant award letter. The cash was held in deposit by the college and 
expended over the life of the grant. Following the grant termination 
date, unexpended funds were returned to the Government. Recognizing the 
excess cash balances such a method created, a system of quarterly dis- 
-70- 
bursements was instituted. The number of quarters in the grant period 
was determined and funds were disbursed in equal quarterly installments. 
Although an improvement over the lump sum disbursement method, the system 
still provided excess or deficient cash situations since expenditures 
were not always uniform. To overcome this disadvantage, a monthly cash 
request system was instituted. Each month the college must estimate its 
cash requirement for all active grants of an agency and submit a cash 
request form. The cash balance on hand and a contingency balance are 
also taken into consideration. The system provides flexibility based on 
need and minimizes excess cash on hand at various colleges. A sample 
request form follows in figure 16. 
4 
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( 
Form Approved 
Budget Bureau No. 99-R165 
GRANTEES 
MONTHLY CASH REQUEST 
Date 
TO: National Science Foundation 
ATTN: Finance Office 
Washington, D.C. 20550 
FROM: Institution Code No. 
We hereby submit our cash requirements to cover anticipated 
expenditures relative to all NSF^ grants awarded and currently out¬ 
standing for the above institution for the month of_ 
'anticipated cash expenditures $. 
LESS: ESTIMATED CASH BALANCE ON 
HAND AT END OF CURRENT MONTH $. 
CURRENT CASH ADVANCE REQUESTED $ 
SIGNED 
TITLE - 
FOR NSF USE ONLY 
lAUDITED a APPROVED BY DATE 
ISCKEDULE NO. DATE 
•Amounts anticipated for expenditure shall 
not include requests under matching fund 
grants until the matching requirements 
have been met. See page eight of Grant 
Accounting Instructions Manual for Grantee 
Institutions for special instructions. 
Figure 16—Monthly Cash Request Form 
NS F FORM . Ar. FORM APPROVED 3Y THE COMPTROLLER GENERAL, U.S., 9-61 
APR 196 4 4-49 
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A separate cash account is maintained for each granting agency. 
Upon the receipt of cash the following entry is made: 
Accounts Receivable (Agency XXX 
Agency Cash XXX 
Recording of Grant Expenditures 
Research grant funds are handled in the same manner as current 
gifts; income is recognized to the extent to which funds are expended. 
An individual ledger account is maintained for each grant and detailed 
items of expense are recorded to it. At the end of each posting run the 
...... v * * 
following entry is made: 
Unexpended Grant Balance Authorizations XXX 
Cash XXX 
In order to ensure that the books of the Government are in balance 
with those of the college and to provide a means of establishing lia¬ 
bility on a grant by grant basis, the college must submit a quarterly 
expenditure report. The report is a listing of grants with the following 
information: 
Grant Number * 
Termination Date 
Amount Authorized 
Amount Expended Through Previous Quarter 
Amount Expended Present Quarter (grantee completion) 
Amount Unexpended (grantee completion) 
The total amount in the unexpended column must agree with the Unex¬ 
pended Grant Balance Authorization figure in the general ledger. Also, 
the cash on hand balance should equal the difference between the amounts 
-73- 
authorized and accounts receivable. 
Accounting for Indirect Costs 
As mentioned earlier, indirect costs are computed on the basis of 
direct costs. Direct costs must be made before indirect costs charges 
are permitted; it is not permissible to estimate direct costs and make 
indirect charges in advance. 
There is no regulation regarding the frequency of indirect cost 
entries. Most colleges make a determination prior to the preparation 
of the monthly cash request; others compute indirect costs quarterly. 
\___. v * « 
Many colleges consider indirect cost payments a source of income 
when in effect it is a reimbursement of expenses. Because overhead ex¬ 
penses are being incurred by the college as a result of research grants, 
a portion of the expenses are being offset by Federal funds. The optimum 
means of handling indirect cost reimbursement would be to determine which 
expense accounts contained the increased overhead expenses then allocate 
the reimbursement to the various accounts. Such a determination would be 
extremely difficult. An alternative would be to allocate the payment on 
an estimated basis. This method would be subjective and result in the 
reporting of expenses on a net basis. The following method is recommended: 
Research Grants XXX 
< i 
Undistributed Overhead XXX 
.Under this procedure all indirect cost reimbursement is credited to 
a single expense account which has a credit balance. The account may be 
placed at the end of the expense ledger. Such a method has the following 
advantages: 
1. Total expense is correct in that Federal reimbursement has been 
-74- 
deducted from gross expenditures. 
2. All overhead payments are in a single account disclosing the 
total received for a given period. 
3. Individual expense accounts are reported on a gross basis. 
Time and Effort Reporting 
In order to provide proper documentation of the costs of personal 
services under Federal research agreements, the Government requires col¬ 
leges to maintain records of time or effort devoted to such projects by 
persons engaged in the research. 
For a professional person, participation in the research is expressed 
as a percentage of his total professional effort at the institution and is 
documented by a record reporting after-the-fact estimates of the per¬ 
centages of effort devoted to the research. All persons must report effort 
regardless of whether or not salaries are paid from a grant. 
Time and attendance reports (rather than effort reports) must be 
maintained for non-professional staff members. The report should show 
the number of hours worked on a daily basis. The total hours worked for 
a given pay period must agree with the wages paid to the person for the 
period. 
Procedures and reporting mechanisms for fulfillment of the require- 
r « 
ments are not specifically outlined in any Government regulation but such 
a system is to be developed on an institutional basis. It is the intention 
of the granting agency that the reporting system provide benefits to the 
institution and not merely be a means of meeting Federal requirements. 
Such a system might help in personnel administration and long range planning. 
Effort reports may be prepared on a quarterly basis for all pro- 
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fessional personnel. The report must be made no later than one month 
following the end of the quarter. 
Time and effort reports are not submitted to the granting agency 
upon completion of the research. Instead, they are retained on file, 
available for audit at the college for a period of three years after 
completion of the grant or until performance of an audit covering the 
* 
period to which the reports apply, whichever occurs first. 
A sample Time and Effort Report follows in figure 17. 
4 
4 
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ANY COLLEGE 
Time and Effort Report 
Wonth Ending__ 
Grant Number^_ 
Professional Staff: 
Name of Employee 
$ of Effort 
This Grant Other Government Grants Other Total 
100$ 
tone of Ehploye' 
Hours Worked; 
Day Hours I 
1 
2 
3 
U 
5 
6 
7 
8 
9 
10 
Hame of Employee 
Total Hours Hourly Total Hours Hours 
Worked Rate Payment on-Campus off-Campus 
:rs Day Hours Day Hours Day Hours Day Hours 
. ,11 . 16 21 26 
12 17 22 27 
13 18 23 28 
14 J 19 2k 29 
15 20 25 30 
Total Hours Hourly Total Hours Hours 
Worked Rate Payment on-Campus off-Campus 
Hours Worked: 
Lay Hours Lay Hours _ 
1 6 n 
2 T 12 
3 8 13 
U 9,1* 
5 10 15 
Day Hours Day Hours 
16 21 
17 22 
18 23 
19 2k 
20 25 
Day Hours Day Hours 
2 6 
27 
28 
29 
30 
Total Hours 
Home of Employee Worked 
Hourly 
Rate 
Total 
Payment 
Hours 
on-Campus 
Hours 
off-Campus 
Hours Worked: 
Lay Hours Day Hours Day Hours 
1 -6 11 
2 7 12 
3 8 13 
4 9 1* 
5 10 15 
Day Hours 
"To 
17 
18 
19 
20 
Day Hours 
21 
22 
23 
2U 
25 
Day Hours 
"2b 
27 
28 
29 
30 
Approved by Principal Investigator: 
Figure 17—Time and Effort Report 
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CHAPTER VIII 
STATEMENT CONTENT AND FORMAT 
The purpose of this chapter is to examine the basic statements in 
financial reports to determine the usefulness of the information pre¬ 
sented to the reader. Several reports have been examined both as to 
content and format. Although most reports contain similar information 
the formats vary considerably and in many instances the same informa¬ 
tion is found in different schedules. The creation of a statement con¬ 
taining standard content and format is not the goal of this chapter. 
While such standardization might be helpful for commercial enterprises 
in order that a potential investor might make comparisons of operations 
among companies, no such need exists for colleges. The reporting re¬ 
quirements of colleges vary and each should be free to present financial 
information in a manner most useful to the reader. It is felt however 
that guidelines can be presented for the format and content of some of 
the basic statements. This chapter contains such guidelines and also 
several suggestions for the improvement of report presentation. 
j 
Colleges have been criticized for many years for their failure to 
present meaningful financial reports. In August of 1949, in an article 
written for the Journal of Accountancy, Ira B. McGladrey cited three de¬ 
ficiencies as follows: 
-1. The normal financial report does not show the true cost of 
• -f * 
achieving the primary objective of the college or how such cost has been 
met. 
2. It is very difficult, if not impossible, to tell from such reports 
whether the overall financial position of the college improved or 
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deteriorated. 
3. Vagaries of college accounting and financial reporting make it 
possible to follow "accepted" practices and yet show a distortion of fi¬ 
nancial results. 
On October 13, 1967, McGeorge Bundy, President of the Ford Founda¬ 
tion, while addressing the American Council on Education in Washington, 
stated that colleges were not providing the public with clear financial 
data. He commented that colleges have never made it their business to 
tell the whole story of their resources and their obligations, their in¬ 
come and their expanses’, their assets and their debts, in a way which the 
public can fully and fairly judge. 
Before studying the financial reports, the uses for which the in¬ 
formation is presented should be considered. The financial report has 
the following purposes: 
1. To present to the governing board a financial review of opera¬ 
tions for the year and to present the financial position of the college. 
2. To provide to donors an accounting of the uses of restricted 
gifts and endowments. 
3. To present the financial position of the college to potential in¬ 
dividual donors and or foundations interested in supporting educational 
institutions. 
4. To report expenditures of funds provided by the U. S. Government. 
5. To present the financial operations of the college to the college 
community including members of the faculty and staff, local government 
officials, etc. 
6. For internal use in comparing expenditures with budgeted amounts, 
presenting operations of various auxiliary activities, etc. 
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7. To report the financial position of the college to creditors. 
As stated earlier, the primary purpose of college accounting is 
stewardship. The continuing criticism of college reporting is a direct 
challenge to this basic tenant. For many years colleges have been re¬ 
porting sources and uses of funds with little emphasis on the financial 
position of the institution. As the financial position of colleges con- 
tinued to deteriorate a few colleges began describing the situation by 
the use of notes to financial statements or through supplementary reports 
however little or no change has been made to the basic operating state¬ 
ments. Since supplementary statements receive very limited distribution, 
the public remains generally unaware of the college's financial position. 
* 
The format and contents of financial reports varies from college to 
college, however, the following statements are common: 
Balance Sheet 
Statement of Resources Used (Income) 
Statement of Expense 
Statement of Changes in Funds 
Summary of Current Funds 
Summary of Endowment Funds 
Investment Summary 
Plant Funds Expended 
Plant Funds Unexpended 
Loan Funds 
A brief description of each statement and suggestions concerning ways 
of improving it are presented. For illustration purposes a sample of each 
C- I 
» • * / 
statement is presented with comments following the illustration. 
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BALANCE SHEET 
Year Ended June 30, 1967 
ASSETS 
Current Funds: 
Cash - demand account 
Cash - special interest account 
Investments - short term (l) 
Second mortgage loans 
Accounts receivable 
Inventories of supplies 
Other assets 
Loan Funds: 
Cash - demand account 
Cash - special interest account 
Loans outstanding 
Endowment Funds: 
Cash - demand account 
Cash - special interest account 
Consolidated investments - at cost (2) 
Special investments (l) 
Accounts receivable 
Plant Funds: 
Cash - demand account 
Cash - special interest account 
Investments (l) 
Land and improvements 
Buildings 
Properties under construction 
Equipment 
$ 120,485 
17,670 
4,645,737 
280,801 
105,831 
143,640 
123,697 
75,729 
235,387 
777,542 
103,792 
70,885 
45,137,281 
8,807 
2,929 
47,322 
1,289,760 
'1,970,336 
1,690,853 
18,628,770 
11,284,003 
4,819,781 
4 
Total Assets 
(1) Market value approximates cost. 
(2) Market value - $58,207,386. 
Figure 18—Balance Sheet Assets 
$ 5,437,861 
1,088,658 
45,323,694 
39,730,825 
$91,581,038 
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BALANCE SHEET 
Year Ended June 30, 19^7 
LIABILITIES AND FUNDS 
Current Liabilities, Unexpended Balances and Current Funds: 
$ 406,883 
52,268 
248,341 
191,801 
Accounts payable and accrued liabilities 
Payroll taxes 
Student deposits 
Deferred income 
Unexpended balances: 
Endowment fund income 
Gifts expendable for special purposes 
Other 
Investment income reserve 
Alumnae Fund reserve 
Provision for deferred maintenance 
Workmens’ Compensation Insurance reserve 
Provision for non-contributory pensions 
Second mortgage loan Tuhd * 
General fund 
$342,473 
618,926 
2,500 983,899 
2,027,057 
798,374 
218,128 
44,470 
161,533 
300,000 
25,107 $ 5,^37,861 
Loan Funds: 
Endowment fund income 
Interest 
Gifts 
College funds 
173,971 
20,887 
860,761 
33,039 1,088,658 
Endowment Funds: 
Educational and general purposes (3) 
Auxiliary enterprises 
Student aid 
Loans 
School for Social Work 
Subject to annuity agreements 
Functioning as endowment 
Accumulated net gain on securities 
since June 30, 19^5 (3) 
25,547,285 
264,167 
11,499,116 
571,475 
302,768 
1,651,662 
34,893 
39,871,366" 
5,452,328 45,323,694 
Plant Funds: 
_ r 1 
Expended 
Unexpended (4) 
Accounts payable 
Note payable 
Total Liabilities and Funds 
36,291,477 
3,359,052 
10,296 
70.000 39,730,825 
-- $91,581,036 
(3) Endowment ftmds include $6,695,441 unrestricted as to Principal. The net gain on 
securities includes $920,259 applicable to these funds as their pro ra.a share ,k) ^ cSlegfhas contractual^obligations of approximately $3,125,000 for property 
acquisition and completion of properties under construction. Unexpended plan- 
funds will be used to finance the obligations. 
Figure 18—Balance Sheet Liabilities and Funds 
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Balance Sheet 
Because stewardship remains the primary function of the system the 
balance sheet continues to receive considerable attention. To the 
average reader of a college financial report the balance sheet is a means 
of determining the worth of a college. This of course is not valid since 
information is presented on the basis of book value. The balance sheet 
is a collection of historical assets recorded at cost over a period of 
time. The reporting of assets at replacement value is presently receiv¬ 
ing support from some accountants. The idea is rejected by the majority 
. . v < « 
of accountants for several reasons: the degree of subjectivity required, 
irrelevancy in the case of certain assets, and uncertainty as would be 
the case in the recording of inventory assets at market price. Such dif¬ 
ficulties can more easily be overcome in college accounting. 
The basic question should be whether or not replacement value is 
more relevant to the readers of the college financial report than histor¬ 
ical cost. There can be little doubt of this as the following illustrates 
In the current funds group, assets are generally carried at replace- 
4 
ment value. The major items are cash, short term investments and accounts 
receivable all of which are at replacement value. 
In the endowment section the majority of assets are in consolidated 
investments comprised chiefly of common stocks. Reporting book value of 
common stocks is presenting a meaningless figure. The inclusion of many 
old stocks in the portfolio often results in a considerable understating 
of endowment assets. The calculation of a rate of return on historical 
cost is meaningless. Also it is impossible to determine the effect of 
periods of prosperity or recession on the common stock holdings. Most 
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colleges recognize such difficulties and present market value either by 
footnote or in a narrative section of the report. For individual en¬ 
dowment funds the need for market value becomes even greater. For ex¬ 
ample, a donor may have made a gift to a college several years ago and 
reporting the book value of the fund continually over a long period of 
time serves no purpose. 
Loan funds are generally carried at or near market value. Most of 
the assets are in the form of cash or outstanding loans. In instances 
where excess loan cash were invested in common stocks there could be a 
variation between market and cost. Reporting at cost in such cases re¬ 
sults in the understatement of funds available for lending purposes. 
j* 
The plant section would require a considerable amount of effort to 
convert it to replacement value. Most plant funds are invested in build¬ 
ings completed or those under construction. One useful purpose of report¬ 
ing buildings at replacement cost would be for insurance valuations. Be¬ 
cause of the continuing effort required to maintain the plant assets at 
market value and the lack of usefullness of such information, I feel ex¬ 
pended plant fund assets should continue to be carried at book value. To 
the reader an important consideration is the growth of plant facilities. 
It is difficult to present a picture of growth by the use dollar amounts. 
Particularly in the case of a college with many old buildings. The con¬ 
struction of a new building at current costs can make a significant change 
in the reported value of plant assets. For this reason growth can better 
be measured in terms of square feet of space. While a new science build¬ 
ing may result in a 30% increase in the book value of plant assets it may 
also result in a 50% increase in square feet of educational space allotted 
to the sciences and a 10% increase in total campus educational space. 
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Such meaningful comparisons cannot be made in dollar terms. 
The expended plant funds represent expenditures made for plant 
assets. Since the assets are continually being acquired, the expended 
figure represents a collection of asset book values over a long period 
of time. As stated earlier, it would serve no useful purpose to con¬ 
vert the assets to replacement value. Such is not the case for unexpended 
plant assets which are in the form of cash or investments. Since invest¬ 
ments do appreciate in value they should be reported at market worth. 
Continued reporting at cost could significantly understate the value of 
. v •* » 
assets available for plant expenditures. While such a practice is con¬ 
servative it is also misleading. 
The presentation of balance sheet assets at present value provides 
the reader with more useful information. The resources of the institu¬ 
tion would be disclosed closer to their economic value which is the in¬ 
terpretation of most financial report readers. 
-85- 
STATEMENT OF RESOURCES USED 
Year Ended June 30, 1967 
Educational and General: 
Student income: 
Tuition - general 
Music 
Graduate 
Junior years abroad 
Health fees 
Registration fees 
Graduation fees 
Transcripts 
Other student fees 
$4,074,577.50 
35,272.50 
75,257.00 
297,717.93 
31,820.78 
39,055.00 
9,255.00 
4,717.83 
19,081.52 $4,586,755.06 
Investment income availed of: 
Endowment funds 
Unrestricted as to income 
Temporary investment of current funds 
■ ^. . v * » 
Gifts for current purposes availed of: 
Gifts 
Grants - research (College): 
* 
Other income: 
Carnegie Foundation retirement allowance 
(contra) 
Infirmary 
Day Schools 
Miscellaneous 
Total Educational and General 
879,546.49 
181,335.37 
273,0^9.79 1,333,931.65 
148,743.06 
397,792-33 546,535.39 
11,445.00 
67,510.06 
83,060.00 
99,392.23 261,407.29 
. $ 6,728,629.39 
Auxiliary Enterprises: 
Dormitories 
Linen fees 
Concerts and recitals 
Davis Student Center - food shop 
Juniper Lodge: 
Operations 
Endowed income availed of 
Rental properties: 
Rental income 
Endowment income availed of 
Total Auxiliary Enterprises 
Student Aid: 
Endowment income availed of 
Gifts availed of 
Total Student Aid 
2,482,694.69 
55,376.00 
20,619.76 
,32,080.09 
1,733.60 
6,763.35 8,496.95 
126,863.09 
1,777.67 128,640.76 
$ 2,727,908.25 
475.931.28 
204.292.29 
$ 680,223.57 
Figure 19—Statement of Resources Used 
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STATEMENT OF RESOURCES USED 
Year Ended June 30, 1967 
School for Social Work: 
Student tuition and fees 
Endowment income availed of: 
Educational and general 
Gifts availed of: 
Educational and general 
Scholarships 
$ ' $ 132,562.25 $ 
11,898.05 
3,090.59 
36,296.00 39,386.59 
Grants availed of: 
United States Public Health Service 
Office of Vocational Rehabilitation 
Welfare Administration 
238,768.75 
48,106.01 
99,873.82 386,748.58 
Dormitories 69,103.10 
Total School for Social Work 639,698.57 
Annuities: 
Investment income 61,763.13 
Total Income $10,838,222.91 
Appropriated from reserves: 
Alumnae Fund 1,264,879.21 
Total Resources Used $12,103,102.12 
Figure 19—Statement of Resources Used 
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Statement of Resources Used 
The statement of resources used provides the reader with an analy¬ 
sis of resources applied to meet total operating expense. It does not 
present total income received as in a commercial enterprise; the reason 
for this is that endowment income and current funds are considered in- 
come only to the extent to which they were applied during the year. In 
commercial accounting, changes in balance sheet totals are the result of 
the year's operations as reflected in the income statement. In effect 
income for the period is added to beginning total assets and expenses for 
the year are then subtracted to arrive at ending assets. In college 
* 
« 
accounting changes can be made directly to the balance sheet without be¬ 
ing reflected on the income statement. For example, a $10,000 gift to 
a current fund which was not expended during the period would increase 
assets and liabilities but not be reported in the income statement. An¬ 
other example would be dividends earned by consolidated investments. 
Cash would be debited and investment income credited with no entry to the 
income statement. The result is that all income as the layman would 
4 
think of it is not relfected in the statement of resources used. The 
subject is more fully discussed later in this chapter. 
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STATEMENT OF EXPENSE 
Year Ended June 30, 1967 
Salaries 
and Special 
Payments 
Other 
Expense 
EDUCATIONAL AND GENERAL 
GENERAL ADMINISTRATION: 
* Board of Trustees 
Board of Counselors 
President 
Academic Administration: 
Dean 
Graduate study 
Business and Financial Administration: 
Treasurer and Controller 
Employment Manager 
Purchasing Agent 
STUDENT SERVICES: 
Board of Admissions- v » 
Chapel and Vespers 
Committee on Motion Pictures , 
Dean of Students ^ 
Health Service: 
Doctor's Office 
Infirmary 
Student Counselor 
Registrar 
Student Advisors and Guidance: 
Class Deans 
Committee on Foreign Students 
Reading and Study Improvement 
Student Aid 
Vocational Office 
PUBLIC SERVICES AND INFORMATION: 
Development Program and Public Relati 
Publications 
GENERAL INSTITUTIONAL EXPENSES: 
Central duplicating and stenographic 
Central stores and receiving 
Commencement 
Contributions and membership fees 
Entertainment 
Freight and express 
General insurance 
Professional services 
Telephone and telegraph (net) 
Travel 
Xerox - College Hall 
Miscellaneous 
ons 
Total 
$ 23.28 $ 2,820.69 $ 2,843.97 
- 2,518.67 2,518.67 
82,035.07 6,882.64 88,917.71 
31,110.30 l,48o.4o 32,590.70 
10,355.00 709*35 11,064.35 
98,079.66 18,310.39 116,390.05 
15,764.57 2,946.81 18,711.38 
46,659-71 3,135.70 49,795.41 
284,027 ."5 9 38,804.65 322,832.24 
76,119.38 14,171.23 90,290.61 
31,579*23 6,323.24 37,902.47 
4,037.65 3,924.55 7,962.20 
30,998.55 1,106.61 32,105.16 
59,451.64 59,451.64 
159,699-95 56,886.96 216,586.91 
29,316.01 44o.46 29,756.47 
35,248.36 4,152.31 • 39,400.67 
18,650.00 551.04 19,201.04 
7,720.00 819.88 8,539.88 
1,512-93 133.17 1,646.10 
19,163.33 (1,475.57) 17,687.76 
46,920.27 6,585.80 53,506.07 
520,417.30 93,619.68 614,036.98 
3 67,168.06 57,194.43 124,362.49 
706.32 40,187.69 40,894.01 
67,874.3b 97,382.12 165,256.50 
6,981.05 (717.89) 6,263.16 
33,490.11 5,494.60 38,984.71 
572.00 6,286.35 6,858.35 
510.00 2,610.00 3,120.00 
82.71 23,158.61 23,241.32 
1,291.39 1,291.39 
— 8,160.63 8,160.63 
27,617.79 1,083.63 28,701.42 
23,182.22 48,639-45 71,821.67 
.. 9,967.70 9,967.70 
— 5,174.98 5,174.98 
4,735.39 17,042.67 21,778.06 
97,171.27 128,192.12 225,363-39" 
Figure 20--Statement of Expense 
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STATEMENT OF EXPENSE 
Year Ended June 30, 1967 
Salaries 
and Special Other 
Payments Expense Total 
STAFF BENEFITS: 
Retirement Benefits: 
Carnegie Foundation retirement 
allowances (contra) $ 11,445.00 $ $ 11,445.00 
• Pensions from general funds 106,815.00 - 106,815.00 
Social Security 245,965.50 - 245,965.50 
Teachers Insurance and Annuity 
Association (TIAA) 503,271.68 - 503,271.68 
Group Insurance: 
Blue Cross-Blue Shield major medical 47,500.00 - • 47,500.00 
Group life - 22,352.44 22,352.44 
Workmen’s Compensation - 46,317.44 46,317.44 
Faculty and Staff Aid: 
Emergency financial assistance 1,575.00 1,200.00 2,775.00 
Faculty Center subsidy < « - 15,679.35 15,679.35 
Faculty grants for study and research 17,965.00 - 17,965.00 
Faculty research assistance 11,823.00 17,132.87 28,955.87 
Moving and travel allowances j - 12,071.09 12,071.09 
Readers 8,903.00 - 8,903.00 
Sophia Smith fellowship 3,500.00 - 3,500.00 
Smith College studies 8.35 8.35 
Travel to learned societies - 5,016.16 5,016.16 
Tuition grants - faculty children - 46,089.60 46,089.60 .LU.JL U_LL^I1 5ICUIUO “ 1 C.LUXUJ CU y vyw y • w
958,763.18 165,867.30 1,124,630.48 
INSTRUCTION, DEPARTMENTAL RESEARCH AND 
SPECIALIZED EDUCATIONAL ACTIVITIES: 
Humanities: 
Art 213,629.01 12,871.69 226,500.70 
Classical languages and literature 41,805.54 102.82 41,908.36 
English language and literature 313,436.40 1,478.04 314,914.44 
French language and literature 162,967.18 878.65 163,845.83 
German language and literature 56,700.00 ' 189.92 . 56,889.92 
Hispanic studies 71,500.00 402.40 71,902.40 
Italian language and literature 24,800.00 96.92 24,896.92 
Language laboratory 20,821.36 2,049.96 22,871.32 
Music 263,421.39 20,681.35 284,102.74 
Chinese studies * •: 4,350.00 159.74 4,509.74 
Philosophy 63,400.00 187.50 63,587.50 
Religion and biblical literature 74,063.00 381.48 74,444.48 
Russian language and literature 56,325.00 1,553.40 57,878.40 
Theatre and speech 85,939-40 4,206.60 90,146.00 
1,453,158.26 45,240.47 1,49a,398.75 
Social Sciences and History: 
Economics 86,100.00 588.60 86,688.60 
Education and child study 55,518.40 1,145.12 . 56,663.52 
Child study committee 2,400.00 67.90 2,467-90 
Government 142,070.76 2,142.66 144,213.42 
History 200,904.82 2,189.26 203,094.08 
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STATEMENT OF EXPENSE 
Year Ended June 30, 1967 
Salaries 
and Special Other 
Payments Expense Total 
NSTRUCTION, DEPARTMENTAL RESEARCH AND 
SPECIALIZED EDUCATIONAL ACTIVITIES: 
(continued) 
Sociology and anthropology 
Social science research laboratory 
Natural Sciences and Mathematics: 
Astronomy 
Biological sciences 
Chemistry 
Geology and geography 
Mathematics 
Physics 
Psychology 
Science Center - general office 
Unattached departments and activities: 
Adult education - Washington, D'.C. 
College share - equipment grants 
Computer training and research 
Faculty offices 
Faculty seminars 
Glee club subsidy 
Interdepartmental courses 
Juniors in the Philippines 
Lectures 
Library copier 
Lilly Pad - student center 
N.D.E.A. - History Summer Institute 
Non-College study programs 
Physical Education 
Science Center copier 
Sloan Foundation grant 
Smith-Northampton summer' school • 
Summer session in art - Florence 
Summer session in art - Paris 
Transportation - students 
William A. Neilson Professor 
Wright Hall - general office 
Activities relating to Four College 
Cooperation: 
Four College coordination 
Transportation 
Research and training giants 
$ 72,935.00 $ 417.66 $ : 73,352.66 
1,420.10 *+,799.72 6,219.82 
56l,349.0b 11,350.92 572,700.00 
13,870.08 488.22 14,358.30 
208,384.60 16,160.00 224,544.60 
85,180.00 14,225.74 99,405.74 
56,322.33 3,225.99 59,548.32 
66,010.75 215.80 66,226.55 
62,077.75 5,436.08 67,513.83 
85,988.19 3,784.14 89,772.33 
38,855.38 4,789.16 43,644.54 
616,689.08 *+8,325.13 665,014.21 
4,ooo.oo (3,074.00) 926.00 
- 23,200.00 23,200.00 
600.00 3,442.32 4,042.32 
- 512.70 512.70 
1,400.00 15.40 1,415.40 
- (1,558.95) (1,558.95) 
300.00 31.25 331.25 
1,250.00 - 1,250.00 
11,774.86 1,881.37 13,656.23 
— 668.88 668.88 
— 7,285.06 7,285.06 
47,190.88 1,309.13 48,500.01 
1,210.06 2,798.87 4,008.93 
155,228.32 9,024.86 164,253.18 
- • 54.23 54.23 
2,220.00 57.47 2,277.47 
— 9,182.61 9,182.61 
150.00 7,670.11 7,820.11 
150.00 4,237.11 4,387.11 
— 488.80 488.80 
2,000.00 - 2,000.00 
*+,737.13 (2,590.20) 2,146.93 
232,211.25 64,637.02 296,848.27 
*10,016.70 10,016.70 
— 2,531.51 2,531.51 
12,548.21 12,548.21 
226,363.72 130,293.01 356,656.73 
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STATEMENT OF EXPENSE 
Year Ended June 30, 1967 
v 
Salaries 
and Special 
Payments 
Other 
Expense Total 
INSTRUCTION, DEPARTMENTAL RESEARCH AND 
SPECIALIZED EDUCATIONAL ACTIVITIES: 
(continued) 
Other educational expense: 
Art Museum $ 41,127.95 $ 53,823.54 $ 94,951.49 
Day Schools 144,022.74 13,287.60 157,310.34 
Junior years abroad: 
France 9,300.00 60,305.04 69,605.04 
Geneva l4,4oo.oo 95,477.51 109,877.51 
Germany 7,800.00 21,461.72 29,261.72 
Italy 12,200.00 25,961.37 38,161.37 
Spain 8,500.00 29,586.05 38,086.05 
237,350.59 299,902.83 537,253.52 
Total Instructional and Research 3,327,122.10 612,297.59 3,939,419.69 
LIBRARIES: ; * 
William Allan Neilson Library ■- 261,470.96 150,076.12 411,547.08 
Archives and Friends of the Library 30,256.73 3,870.14 34,126.87 
291,727.09 15 3,9^6". 26" 445,673.95 
BUILDINGS AND GROUNDS: 
Superintendent’s Department 77,816.96 14,116.78 91,933.74 
Motor Vehicles 5,074.21 22,343.96 27,418.17 
Utilities Distribution - 23,316.58 23,316.58 
Gardens Denartment 77,281.11 15,541.87 92,822.98 
Instructional Buildings 287,947.84 250,836.10 538,783.94 
Service Buildings 28,913.80 24,095.98 53,009.76 
Other Educational Buildings 43,690.50 34,468.75 78,159.25 
Grounds* 70,345.50 31,866.67 102,012.17 
48,082.86 Miscellaneous 40,285.73 7,797.13 
631,355.65 424,183.80 1,055,539.45 
TOTAL EDUCATIONAL AND GENERAL $6,178,459.18 $1,714,293.52 $ 7,892,752.68 
AUXILIARY ENTERPRISES: 
DORMITORIES: 
Dormitories - College 1,275,546.30 1,074,634.81 2,350,181.11 
Dormitories Decorating 6,066.60 37,796.11 43,862.71 
1,281,612.90 1,112,430.92 2,394,043.82 
RENTAL PROPERTIES: 
Manager 8,683.00 631.32 9,314.32 
Apartments 10,220.98 96,420.82 lo6,64i.8o 
Private dwellings 5,551.99 83,693.91 89,245.90 
Garages and other 36.47 551.80 588.27 
Rental properties - undesignated 7,835-59 3,992.91 11,828.50 
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STATEMENT OF EXPENSE 
Year Ended June 30, 1967 
Salaries 
and Special Other 
Payments Expense Total 
AUXILIARY ENTERPRISES: (continued) 
RENTAL PROPERTIES: - 
Interest on borrowed funds $ $ 8,699.28 $ 8,699.28 
Amortization of loan - rental 
properties - 75,000.00 75,000.00 
p 
32,328.03 268,990.04 301,318.07 
OTHER AUXILIARY ENTERPRISES: 
Concerts and Recitals 19,715.85 1,404.76 21,120.61 
Davis Student Center 18,025.50 16,908.36 34,933.86 
Juniper Lodge 3,551.58 4,945.37 8,496.95 
Laundry (net) - (4,419.48) (4,419.48) 
1*1,292.93 18,839.01 60,131.94 
TOTAL AUXILIARY ENTERPRISES $1,355,233.86 $1,400,259-97 $ 2 ,755,493.83 
STUDENT AID: ' j 
Scholarships - undergraduate - 704,268.00 704,268.00 
- graduate - 57,607.00 57,607.00 
Prizes - 4,300.00 4,300.00 
Financial aid - 10,934.39 10,934.39 
TOTAL STUDENT AID $ $ 777,109.39 $ 777,109.39 
SCHOOL FOR SOCIAL WORK: 
INSTRUCTION AID RESEARCH: 
General funds 114,693.27 27,815.66 142,508.93 
United States Public Health Service 216,402.92 7,612.00 224,014.92 
Vocational Rehabilitation Act 46,574.25 926.87 47,501.12 
Welfare Administration Grant 89,939.10 3,399.32 93,338.42 
DORMITORIES 43,755.79 27,067.91 70,823.70 
STUDENT AID - 36,296.00 36,296.00 
TOTAL SCHOOL FOR SOCIAL WORK $ 511,365.33 $ 103,117.76 $ 614,483.09 
ANNUITIES - •; 63,263.13 63,263.13 
TOTAL EXPENSE $8,108,321.48 $3,99^,780.64 $12,103,102.12 
Statement of Expense 
A primary function of the expense statement is to internally pro¬ 
vide management with a comparison of budgeted and expended amounts by 
category. To the external reader a series of expense statements or a 
presentation of the information in a comparative form enables the reader 
to ascertain the rate of growth of various segments of expense. For 
example, general administration expense might be increasing 40% faster 
than student services expense. To be meaningful the percentage of total 
expense which the particular category comprises should also be disclosed. 
—.V 4 * 
In the above example,general administration may only comprise 5% of total 
expense while student services could comprise 25% thus the high percentage 
increase in general administrative expense might not be significant in 
terms of dollars . 
Standing alone the statement of expense provides only a relative 
report of expenditures by categories, however, further studies can be 
made to make the statement very useful. Management must be in a position 
to determine areas of major expense expansion in order to exercise finan¬ 
cial control of operations. 
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Figure 21--Statement of Changes in Funds 
Summary of Changes in Funds 
The funds statement is one of the most important and least under¬ 
stood statements in a college financial report. It summarizes the 
changes in the liability and funds sections of the balance sheet. As 
stated earlier, income is recognized as applied and thus the statement of 
resources used does not give a true picture of the income situation in a 
college as we think of it in commercial accounting. The summary of 
changes in funds statement does provide the missing information. 
If we examine the exhibit of the summary of changes in funds state- 
. v * « 
ment we note that the balance of endowment fund income at the beginning 
of the period was $1,175,910 while at the end of the period it fell to 
$342,473. This one category tells us something significant about the fi¬ 
nancial position, namely that the level of unexpended endowment income 
fell to a level of less than one third of the beginning balance. Our 
footnote provides further information concerning a transfer to plant 
funds. To the average reader who looks at the balance sheet or statement 
of resources used, such a change in the financial position of the college 
4 
would not be evident. This I feel is a prime example of what Mr. McBundy 
meant concerning disclosure of financial information. A surprising number 
of colleges do not publish financial reports and the format of those that 
do does not lend itself to an easy interpretation of operating results. 
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CURRENT FUNDS 
SUMMARY 
Year Ended June 30, 1967 
Unexpended Gifts and Gifts Unexpended 
July 1, 1966 Adjustments Availed of June 30? 19^7 
Educational and General 
Instruction and lectures $ 22,739*^i $ 3?000.00 $ 6,151.33 $ 19,588.08 
Library: 
Books 
Other purposes 
6,557.71 
13,291.80 
20,783.41 
5,844.93 
16,146.42 
3,623.33 
11,194.70 
15,513.40 
Faculty Research and Scholarly Aids 67,050.30 22,044.22 45,006.08 
Art Museum 14,026.93 5,620.00 2,000.00 17,646.93 
Chapel 2,132.21 2,854.97 2,049.60 
2,937.58 
Day Schools 
■ _ . V 4 * 
2,437.44 625.00 1,064.64 1,997.80 
Departments 97,567.74 11,486.93 20,584.97 88,469.70 
Infirmary and Sunnyside ' 2,207.81 2,311.95 1,664.85 2,854.91 
Miscellaneous 62,250.00 107,858.89 73,413.70 96,695.19 
223,211.05 227,436.38 148,743.06 301,904.37 
Auxiliary Enterprises 3,450.58 500.00 695.OO 
3,255.58 
Student Aid 
Scholarships 
Fellowships 
Prizes 
Financial Aid 
96,190.01 
9,449.66 
1,434.46 
17,773.89 
204,126.79 
1,697.20 
25.00 
15,328.00 
193,128.14 
3,896.86 
225.00 
7,042.29 
107,188.66 
7,250.00 
1,234.46 
26,059.80 
124,848.02 221,176.99 1204,292.29 141,732.72 
School for Social Work 
Educational and general 
Student aid 
lU,143.50 
114,310.52 
4,643.57 
58,796.57 
3,090.59 
36,296.00 
15,696.48 
136,811.09 
— 128,454.02 63,440.14 39,386.59 152,507.57 
Total gifts expendable for 
Special Purposes $479,963.67 $512,553.51 $393,116.94 
$599,400.24 (l) 
(1) Balance sheet caption also includes: 
Unexpended research cash 
Alumnae 50th Anniversary gift 
$11,038.00 
8,488.00 
$19,526.00 
Figure.22—Current Funds Summary 
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Current Funds Summary 
The current funds statement provides information concerning receipts 
and expenditures of current funds by major categories. A detail state¬ 
ment by individual fund is also presented. The statement provides manage¬ 
ment with a means of determining the flow of current gifts. As private 
colleges become more dependent on gifts for financial support the control 
of current funds application becomes increasingly important. A review 
of the current funds exhibit reveals that gifts increased by $512,554 
while gifts in the^amount of $393,117 were applied. The net increase in 
the unexpended current funds balance indicates an improvement in the finan¬ 
cial position of the college. A relatively uniform application of current 
fund balances to meet operating expense is a goal of management. The 
rapid exhaustion of current fund balances can have an adverse effect on 
future periods when the college must look to other sources to meet con¬ 
tinuing expenses. 
4 
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ENDOWMENT AND ANNUITY FUNDS 
Summary 
Year Ended June 30, 1967 
Principal 
Balance Gifts and Distribution 
July 1, 1966 Bequests Adjustments of Gains 
Educational and general purposes 
• . 
Unrestricted as to income $ 3,377,785.83 $ 36,663.57 $ 12,326.78 $ 851,051.00 
Unrestricted as to principal 2,995,430.91 30,827.24 2,043,091.87 1,626,091.00 
Restricted: 
Instruction 9,700,554.71 278,269.02 (2,043,052.63) 2,288,616.00 
Lectures 158,979.31 - — 51,734.00 
Library ' 570,429.07 51,084.60 1,532.00 119,693.00 
Faculty research 
and scholarly aids 238,250.92 4,000.00 - 47,929.00 
Art 1,191,107.39 - (3,400.35) 391,866.00 
Chapel 343,186.95 - - 101,189.00 
Infirmary 298,528.79 310.00 — 45,523.00 
Other 615,176.49 15,125.00 (29,105.75) 136,491.00 
19,469,430.37 416,279.43 (18,608.08) " 5,660,183.00 
Auxiliary enterprises 209,854.38 54,313.00 
Student Aid 
* 
Scholarships: 
Unrestricted 5,002,840.24 339,470.80 73,339-40 1,104,569.00 
Restricted 3,502,674.55 105,475.19 (46,500.95) 813,884.00 
8,505,514.79 444,945.99 26,838.45 1,918,453.00 
Fellowships 209,572.92 1,050.00 20,584.75 60,869.00 
Prizes 75,796.15 10,000.00 - 21,958.00 
Financial aid 106,400.15 71,320.56 - 25,812.00 
8,897,284.01 527,316.55 47,423.20 2,027,092.00 
Loans 472,294.22 . 99,181.00 
School for Social Work 4 
Educational and general 220,039.49 11,179.94 23,728.00 
Student aid 17,428.00 210.00 - - 2,649.00 
Loans 24,333.07 - - 3,201.00 
«• « 261,800.56 11,389.94 - 29,578.00 
Subject to annuity agreements 1,230,591.63 233,700.65 (59,951.83) 247,321.00 
-• *■ 
30,561,255.17 1,188,686.57 (31,136.71) 8,117,668.00 
> 
Funds Functioning as endowment 1,998,598.55 1,165,259.04 (3,156,021.62) 27,057.00 
32,559,853.72 2,353,945.61. (3,187,158.33) “8,144,725.00 
Accumulated net gains on 
security sales 10,829,295.30 - 2,769,267.46 (8,146,235.00) 
Totals $43,389,149.02 $2,353,945.61 ($ 417,890.87)($ 1,510.00) 
a) Distributed to General Fund. 
Figure 23—Endowment and Annuity Funds Summary 
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END0V7MENT AMD ANNUITY FUNDS 
Summary 
Year Ended June 30, 1967 
Balance 
June 30 , 19^7 
$ 4,277,827.18 
6,695,441.02 
10,224,387.10 
210,713.31 
742,738.67 
290,179.92 
1,579,573.04 
444,375.95 
344,361.79 
737,686.74 
25,547,284/72 
264,167.38 
6,520,219.44 
4,375,532.79 
10,895,752.23 
292,076.67 
107,754.15 
203,532.71 
11,499,115.78 
571,475.22 
254,947.43 
20,287.00 
27,534.07 
302,768.50 
Income 
1,651,661.45 
39,836,473.03- 
34,892.97 
39,871,366.00 
Unexpended 
July 1, 1966 Allowed 
$ 
44,000.00 
37,721.35 
19,831.64 
11,566.32 
1,743.20 
28,463.29 
143,325:80 
$ 181,335.37 
160,449.96 
526,263.06 
, 8,478.36 
31.292.53 
12,772.59 
63,361.76 
18,302.17 
15.928.54 
33,011.22 
1,051,195.35 
Adjustments Availed of 
Unexpended 
June 30, 1967 
$ 
108,958.09 
(108,997.33) 
437.00 
(139.68) 
3,400.35 
(2,952.29) 
706.i4 
$ 181,335.37 
269,408.05 
423,916.66 
7,941.05 
32,552.63 
12,772.59 
66,762.11 
18,302.17 
15,074.80 
32,816.43 
1,060,881.86 
$ 
5,452,327.76(2) 
$45,323,693.76 
(2) Includes $920,259 applicable to funds unrestricted as to principal. 
Figure 23—Endowment and Annuity Funds Summary 
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44,000.00 
31,070.42 
20,805.95 
10,166.54 
2,596.94 
25,705.79 
134,345.64 
18,237.17 : 11,191.53 521.18 8,541.02 21,408.86 
30.00 
22.549.69 
22.579.69 
4,189.75 
5,025.40 
15,249.71 
47,044.55 
yf 
19,440.29 
19,440.29 
5,314.16 
4,666.31 
11,565.73 
40,986.49 
273,452.36 
187,273.76 
460,726.12 
11,176.51 
4,308.83 
7,576.08 
(3,020.98) 
(3,020.98) 
1,097.78 
125.00 
273,422.36 
181,143.38 
454,565.74 
13,398.70 
4,074.74 
3,892.10 
483,787.54 (1,798.20) 475,931.28 
■141,892.21 25,187.45 
• 167,079.66 
■ 11,898.05 
• 
4 
11,898.05 
3,289.62 929.44 - - 4,219.06 
5,594.42 1,297.68 - - 6,892.10 
8,884.04 14,125.17 - 11,898.05 11,111.16 
74,872.20 68,557.32 2,725.05 61,763.13 
84,391.44 
428,197.91 1,654,044.57 2,154.17 
1,619,015.34 465,381.31 
895,198.90 69,874.12 (914,010.34) - 
51,062.68 
1,323,396-81 1,723,918.69 (911,856.17)- 1,619,015.34 
516,443.99 
$1,323,396.81 $1,723,918.69 ($911,856.17) $1,619,015.34 
$516,443.99 
Endowment and Annuity Funds Statement 
The statement is important not only from the stewardship point of 
view in that the details of each fund are disclosed but also from a 
financial position point of view. Many comparisons can be made from a 
series of endowment summaries. For example, endowment per student can 
be compared from year to year; the beginning and ending balances of unex¬ 
pended endowment income can be compared; the income availed of by cate¬ 
gories can be examined. 
As in the case of current funds, the entire income situation is not 
disclosed since only income allowed (credited) to endowment funds and 
income applied (charged); to endowment funds are reported. Income earned 
from the investment of endowment assets, generally in the form of common 
stocks and bonds, is credited to an investment income reserve later to 
be applied on a percentage basis to the income accounts of endowment funds 
The amount earned from consolidated investments is not disclosed in either 
the statement of resources used or the endowment and annuity funds summary 
4 
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INVESTMENT INCOME 
Distribution and Addition to Reserve 
Year Ended June 30, 19&7 
Balance of Reserve - July 1, 1966 
Investment Income Received 
Consolidated investments 
Special investments 
Other Investments 
Allowance of 3% on Endowed Assets 1 
Rental Properties 
Central Heating Plant 
Total Additions 
Distribution of Income Received 
To Endowment and Annuity Funds 
Investment Advisory Fee 
Excess transferred to Investment R 
# 
a 
Balance of Reserve - June 3O/I967 
$1,738,727.07 
379.77 
_92.19 $1,739,159.03 
8,699.28 
25,768.29 3u.u67.57 
$1,773,626.60 
1,723,918.69 
39.uu7.10 1,763,365.79 
serve 
(1) Endowed Funds Inve 
Rental Properties 
Central Heating Plant 
Total 
The above loan has been 
ted in Plant 
Principal Balance 
July 1, i960 
$ 289,976.10 
858,9^2.90 
$1,148,919.00 
•epaid as follows: 
Repayment 
$ 289,976.10 
858,942.90 
$1,148,919-00 
Amortization for 1966/67 charged to Rental Property Expens 
Transferred from Plant Funds 
Transferred from Funds Functioning as Endowment-Unexpended 
Figure 24--Investment Income Statement 
$2,016,796.20 
10,260.81 
$2,027,057.01 
Principal Balance 
June 30, 1967 
$ 
$ 
$ 75,000.00 
159,908.66 
Inc ome 9l4,010.34 
$1,148,919.00 
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Investment Income Statement 
The statement discloses the status of the investment income reserve. 
In the preceding statement we note that the consolidated investments 
earned $1,738,727, chiefly from common stock dividends and bond interest. 
(When a stock is sold at a gain or loss it is not reflected in this 
account.) In addition to dividends and interest earnings, the reserve was 
credited with $34,468 in the form of interest paid to the endowment fund 
group by the plant fund group. It is quite common for endowed colleges 
to invest a portion of their endowment assets in plant items. Each year 
the loan principal is amortized and interest is paid for use of the funds. 
* 
Of the $1,773,627 earned by the endowment funds, $1,723,919 was dis¬ 
tributed to the income accounts of individual endowment and annuity funds. 
Such a distribution is unusually large, accounting for more than 97% of 
the earnings. The closing balance of $2,027,057 in the reserve provides 
for more than two years' distributions thus assuring continued endowment 
income application. 
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PLANT FUNDS EXPENDED 
Year Ended June 30, 19^7 
Balance July 1, 1966 $30,851,265.53 
Additions: 
Charges to Plant Funds Unexpended: 
Instructional Buildings: 
Art Complex 
Center for Performing Arts 
Clark Science Center 
Pierce Hall Renovation 
Sage Hall Parking Lot 
Sage Hall Remodelling - 
Studio Theatre 
Swimming Pool and Squash Courts 
$ 5,782.24 
2,473,238.01 
1,531,239-84 
1,715.47 
94.50 
6,245.76 
9,149.21 
31,972-72 $4,059,437.75 
17,484.28 
$4,076,922.03 
Tennis Courts 
Service Buildings: 
Central Chilling Plant ' 
Total Charges to Plant Funds Unexpended 
Charged to Expense: w » 
Art Collection ^ 30,298.00 
Books, General Library 10,658.00 
Departmental Equipment 77,745.96 
Dormitory Equipment 44,309.78 
Machinery and Appliances 15,066.69 
Motor Vehicles 18,045.70 
Office Equipment 27,324.21 
Rental Properties - Equipment 1,195.87 
Other Equipment and Furniture 
Total Charges to Expense 
4,726.24 
229,370.45 
Amortization of Investments in College Properties: 
" Central Heating Plant 858,942.90 
Rental Properties 289,976.10 
Total Additions 
Deletions: 
Sale of Fruit Street Property 
Balance June 30, 19&7 
1,148,919.00 
. 5,455,211.48 
(15,000.00) 
&36,291,477.01 
(l) Balance of Endowment Loan repaid as follows: 
Rental property expense (amortization) 
Plant Funds - Other 
Fort Hill* Farm 
Plant Fund Interest 
Funds Functioning as Endowment - unexpended 
n income 
$75,000.00 
1,000.00 
15,000.00 
143,908.66 159,908.66 
. 914,010.34 
$1,148,919.00 
Figure 25--Plant Funds Expended 
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Plant Funds Expended and Unexpended 
The expended schedule provides a detail of charges in the expended 
balance of plant funds during the year. Additions to the expended figure 
come from direct charges to assets and by transfers from expense cate¬ 
gories. In college accounting it is possible to both capitalize and ex- 
pense items. The entries are as follows: 
Expense Account XXX 
Cash XXX 
To record the expense at the time of purchase. 
r •v * « 
Asset Account XXX 
Plant Funds Expended XXX 
To capitalize previous entry. 
The unexpended schedule reports balances by individual funds. In 
addition receipts, and expenditures by individual fund are reported. Dur¬ 
ing a period of plant expansion or renovation the balances in plant funds 
fluctuate considerably. As gifts are received they are posted to newly 
created plant funds established for each building. Upon completion of 
4 
construction,the funds are closed and balances are transferred. 
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EXPENDABLE LOAN FUNDS 
Year Ended June 30, 1967 
Balance Additions Balance 
July 1, 1966 (Net) June 30, 1967 
Undergraduate: 
Endowed Fund Income $112,078.96 $ 22,312.27 $134,391.23 
Current Gifts 
Consolidated Loan Fund: 
Achilles 188,300.00 20,000.00 208,300.00) 
Virginia Simpson Addington 10,263.00 - 10,263.00) 
Buma A. Bliven 500.00 - 500.00) 
Dr. Adelaide Brown 250.00 - 250.00) 
Adele Unterberg Joseph 1,075-00 500.00 1,575.00) 
Muriel Kohn Pokross 5,000.00 - 5,000.00) 
Mary Bruce Skinner 450.00 - 450.00) 
Consolidated 2,800.75 21.25 2,822.00) 
National Defense Loan Fund: 
Federal Government 222,866.55(1) 47,062.07 269,928.62) 
Appropriated by Smith College 24,762.89(2) 5,229.12 29,992.01) 
Smith Students* Aid Society 325,000.00 - 325,000.00 
Total Undergraduate 893,347.15 95,124.71 988,471.86 
Graduate: • 
Endowed Fund Income 29,813.25 2,875-18 32,688.43 
National Defense Loan Fund: 
Federal Government 5,355.00(1) 6,570.00 11,925.00) 
Appropriated by Smith College 595.00(2) 730.00 1.325.00) 
Total Graduate 35,763.25 10,175-18 45,938.43 
School for Social Work: 
Endowed Fund Income 5,594.42 1,297-68 6,892.10 
Current Gifts: 
Charlotte Spindelman 1,000.00 - 1,000.00 
School for Social Work 4,170.64 - 4,170.64 
National Defense Loan Fund: 
Federal Government 7,172.10(1) 8,322.43 15,494.53) 
Appropriated by Smith College 796.90(2) 924.72 1,721.62) 
Total School for Social Work 18,734.06 10,544.83 29,278.39 
Faculty: 
Current Gifts: 
Anonymous Loan Fund 4,082.13 - 4,002.13 
Total Loan Funds 951,926.59 115,844.72 1,067,771.31 
0 
Interest ... ... 13,286.12(3) 7,600.43 20,886.55 
Total $965,212.71(4) $123,445.15 $1,088,657.86 
$66,554.00 
(2,083-50) 
(1) National Defense Loan Fund: 
Government share: 
Gifts 
Loans cancelled 
Administrative expense 
reimbursement $61,954-50 
Figure 28--Expendable Loan Funds 
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College Share NDEA Loan Fd: 
Loan Fund Interest: 
To meet NDEA matching 
requirement 
$6,883-3^ 
$14,484.27 
(6,883-84) 
(2,516-00) 
> ! 
$7.600-43 
EXPENDABLE LOAD FUNDS 
Year Ended June 30, 1967 
Outstanding 
July 1, 1966 New Loans 
- Loan Activity - 
Repayments Cancellations 
Outstanding 
June 30, 1967 
Balance 
Available 
June 30, 1967 
$ $ $ $ $ $ 
253,840.26 46,525.00 35,965.67 264,399-59 99,151-64 
237,652.46 73,730.00 12,984.25 2,165.00 292,233.21 3,687.42 
154,028.51 46,450.00 424,043.08 • 176,435.43 148,564.57 
645,521-23 166,705.00 . 72,993.00 
* 
% 
2,165.00 737,068.23 251,403.63 
7,916.67 950.00 
* 
2,874.00 - 5,992-67 26,695.76 
5,950.00 7,450.00 - 150.00 13,250.00 - 
13,866.67 8,400.00 2,874.00 150.00 19,242.67 26,695.76 
600.00 - 600.00 - - 6,8.92.10 
300.00 500.00 300.00 — 500.00 500.00 
1,855.00 2,950.00 2,300.00 - 2,505.00 1,665.64 • 
7,969.00 10,725.00 1,477.85 - .17,216.15 
"10,724.00 14,175.00 4,677.85 
' 
20,221.15 9,057-74 
850.00 6,414.45 6,255.00 1,009.45 3,072.68 
670,961.90 195,694.45 86,799-85 2,315.00 777,541.50 290,229.81 
*- “ *• ora mt - 20,886.55 
1670,961.90 $195,694.45 $86,799-85 $2,315.00 $777,541-50 $311,116.36 
(4) Gifts 
Endowment Income • 
Interest 
Adjustments 
Additions column 
$87,075.25 
26,485.13 
14,484.27 
(4,599.50) 
$123,445.15 
Figure 28--Expendable Loan Funds 
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Loan Funds 
The endowed loan funds schedule provides the same basic information 
as the endowed detail schedules. Each fund principal balance is listed 
as well as additions and income earned. Again, only income applied is 
reported. 
The expendable loan schedule details loan activity by group or in¬ 
dividual fund. The availability of loan funds plays an important role 
in the evaluation of the financial position of a college. If a college 
wishes to maintain,, its ^standards of enrollment it must be in a position 
to provide financial aid to students. Financial aid comes from two basic 
* 
sources: loans and scholarships. Inadequate loan funds will lead to 
either an additional requirement for scholarship funds or a change in the 
financial character of student enrollment. Since a portion of scholar¬ 
ship aid comes from general income of the college, the unavailability of 
adequate loan funds may have a bearing on the college's financial position. 
\ 
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On the preceding pages some of the key statements found in college 
financial reports have been examined. It is clearly evident that the 
report contains a very comprehensive amount of information. The one 
major deficiency of the report however is that no single schedule dis¬ 
closes the financial position of the college. Several statements must be 
examined to determine whether or not the college is in a better or worse 
financial position at the end of the accounting period. If the informa¬ 
tion from several of the schedules could be coordinated into a single 
statement clearly showing the financial position of the college it would 
greatly assist the" college in telling its financial story. Following is 
a suggested statement which is called the statement of financial position. 
* 
It is not suggested that the statement replace any of the present sched¬ 
ules but rather to serve as a supplement. The figures appearing in the 
statement are taken from other statements appearing in this chapter. 
The statement of financial position recognizes income as it is earned 
and on this basis the excess of expense over income is $125,241. The 
lower figure than that reported in the statement of resources used is due 
to the application of all investment income and the recognition of all 
gifts received. 
The statement discloses the fact that even after applying all invest¬ 
ment and gifts received a net deficit of $125,241 resulted. In addition, 
the reserves of the college were reduced by $1,139,638. The combination 
of the reserve reduction of $1,139,638 and the excess of expense over 
income $125,241 can be reconciled with the appropriated from reserves as 
reported in the statement of resources used. 
The statement overcomes the problem of recognizing income only as 
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funds are applied. At the same time,information concerning reserves is 
summarized from the statement of changes in funds. 
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STATEMENT OF FINANCIAL POSITION 
Year Ended June 30, 1967 
Income 
Student Income 
Investment Income Earned 
Temporary Investments of Current Funds 
Current Gifts Received 
Federal Research and Training Grants 
Other Income 
Auxiliary Enterprise Income 
School For Social Work 
$4,586,755 
1,739,159 
273,050 
512,554 
784,541 
261,407 
2,726,130 
201,665 
Total Income 
Expense 
. .v * « 
Educational and General 
Auxiliary Enterprises, 
School For Social Work 
Annuities (net) 
Total Expense 
$7,892,753 
2,755,494 
569,755 
1,500 
$11,094,261 
$11,219,502 
Excess of Expense Over Income $ 125,241 
Reserves 
Total Balances (July 1, 1966) 
Additions (Gifts and Earnings) 
Deletions (Expenditures and Transfers) 
$ 5,678,206 
3,926,916 
5,066,554 
Ending Balances (June 30, 1967) $ 4,538,568 
Net Reduction $ 1,139,638 
Figure 29--Statement of Financial Position 
There are several ways to improve college financial reports. Some 
of these are as follows: 
Present the reader with written comments of the financial aspects of 
the year. 
Important developments which have taken place should be disclosed 
with a detailed explanation of significant items. Many college financial 
reports have little or no narrative, leaving the reader to wrestle with 
complex statements. Several well written pages of comments can be ex¬ 
tremely helpful to a reader in getting a feel for the financial position 
of the college. v 4 
The report should be made inviting. 
/ 
Several colleges continue to publish bulkysuninviting financial re¬ 
ports. Reports with plain covers, no pictures, and small print do little 
to induce interest. Colleges can take a lesson from commercial enter¬ 
prises in financial report format. There has been a definite trend in 
this direction during the past five years. 
Print summary and detailed reports. 
Many colleges are now printing both a summary and a detailed finan¬ 
cial report. Such a practice provides the reader with selected informa¬ 
tion in summary form. 
A brief explanation of college accounting is helpful. 
Following is an explanation of fund accounting appearing in the fiscal 
year 1965 report of the University of Connecticut. Such an explanation is 
very helpful in acquainting the reader with college accounting principles. 
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Funds 
Colleges and universities are the recipients 
of (1) revenue to be expended for current 
operations, either restricted or unrestricted 
as to purpose; (2) receipts of various types 
which may. be used only for specified or 
designated purposes, such as loans to stu¬ 
dents, or plant expansion; and (3) funds 
which must be kept intact and invested, with 
only the income to be expended in accord¬ 
ance with the terms of the gift or grant. The 
accounts are set up to provide separate ac¬ 
counting for each fund, and are arranged and 
classified so that funds having like charac¬ 
teristics and restrictions will be reported in 
appropriate fund groups. 
Five major fund groups are identified within 
the financial statements of this report. They 
can be described as follows: 
1. Current Funds: Funds which are avail¬ 
able for current operations, including 
those for unrestricted as well as those 
for restricted purposes. The breakdown 
for each is shown below': 
(a) General: Operating funds received 
from State General Fund Appropria¬ 
tions, revenues of the Auxiliary 
Services Fund, and revenues of the 
Educational Extension Fund. Also 
included is the petty cash advance 
from the State Comptroller. A dis¬ 
tribution of the assets within this 
fund as of June 30, 1965 is: 
General Fund * -$1,318,413 
Auxiliary Services Fund 4,131,860 
Educational Extension 
Fund *841,383 
Total $6,291,656 
(b) Restricted: Funds received from 
' .gifts, grants, contracts, and other 
sources. Such funds include the Re¬ 
search Foundation Fund; Federal 
Funds; Endowment Fund Earnings; 
• " ■ Gifts, Grants, and Donations Fund; 
Scholarships, Prizes and Awards; 
and the County Contributions Fund. 
2. Endowment and Funds'Functioning as 
Endowment; Funds which are non-ex¬ 
pendable at date of reporting and re¬ 
quire the principal to remain intact. 
Only the income is available, and often 
it is restricted to purposes specified by 
the donors. On June 30, 1965, the prin¬ 
cipal in these accounts totaled 
SI,391,496 with earned income of 
■$76,175. 
3. Loan Funds: Funds available for loans 
to students. Both the principal and 
earned income are available. The Na¬ 
tional Defense Loan Fund provided 
most of the funds during the 1964-65 
year. 
4. Agency Funds: Funds received by the 
University for custodial purposes, com¬ 
posed mainly of student breakage and 
activity fee income. 
5. Plant Funds: ’Funds designated or ex¬ 
pended for construction, land purchases, 
and the acquisition of equipment, seg¬ 
regated as follows: 
(a) Unexpended Plant Funds: Funds 
consisting of cash, investments, re¬ 
ceivables, and, balances available 
in State appropriations not yet re¬ 
ceived. ' 
(b) Investment in Plant: A representa¬ 
tion of the book value of all build¬ 
ings, equipment, land and improve¬ 
ments to land, and construction in 
progress, a total as of June 30, 
1965, of S89,281,458. 
(c) Retirement of Indebtedness: Cash 
and-'or temporary investments ac- 
cumulated'for liquidating bonded in¬ 
debtedness. 
Figure 30--Fund Accounting 
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Conclusion 
This thesis has been an attempt to examine not only the how but the 
why of college accounting. Each chapter has presented the methods util¬ 
ized and the reasons such methods are applied. 
Although the primary purpose of college accounting is stewardship, I 
0 
feel the situation is changing and colleges are becoming more aware of 
the reader's requirement for information relating to the financial posi¬ 
tion of the college. The ever increasing requirement for funds to fi¬ 
nance the great expansion in education today is causing colleges to be- 
, — . • v * « 
come more and more cost conscious. College administrators are faced with 
a major job of allocating resources the availability of which is far 
short of total demands. To assist the college administrator the accounting 
system is now beginning to play a larger role rather than its traditional 
position of passive reporting of after-the-fact information. 
It is the feeling of many college financial administrators that prin¬ 
ciples and practices of commercial accounting are not relevant to college 
accounting. Deviations from the generally accepted accounting principles 
4 
of commercial accounting are often justified on the basis that college ac¬ 
counting is different. It is true that there are basic differences, how¬ 
ever, a college accountant should be conscious of the differences of the 
two systems. Each deviation should be challenged before being accepted; 
the failure to do so leads to a tendency away from commercial accounting 
to a less disciplined system of recording. The great deal of flexibility 
available to colleges as a result of not having tax reporting problems 
should be taken advantage of by the creation of new systems and state¬ 
ments . 
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One of the major areas for improvement of the college accounting 
system, from an internal point of view, is cost accounting. With re¬ 
sources being scarce, the college administrator is looking more and more 
to the accounting system to provide useful information for decision mak¬ 
ing. As the commercial enterprise allocates funds on the basis of the 
highest anticipated rate of return so must the college administrator. 
Cost alone should not be influential in the making of academic decisions 
however it is one of many factors that must be considered. In response 
to an inquiry which I forwarded to many colleges concerning the extent 
to which they applied cost accounting, most exhibited a keen interest in 
it. While none had an elaborate system, many were doing some work of this 
nature. One was in the process of establishing a department staffed with 
several trained cost accountants. 
A second major area for improvement in the college accounting system 
is the financial report. There is a great growing public interest in the 
financial affairs of the nation's colleges. To the taxpayer and the parent 
paying tuition the high cost of education is clearly evident. As the 
public is providing more and more of its funds to educational purposes it 
4 
rightfully demands to be better informed. Colleges must now prepare fin- 
nancial reports with the reader in mind. As outlined in Chapter IX the 
report should be attractive in appearance, straight forward in presenta¬ 
tion, and contain a narrative section to assist the reader in grasping the 
information presented. 
-118- 
BIBLIOGRAPHY 
Books 
American Council on Education, College and University Business 
Administration, 1. Washington, D. C.: The Council, 1952. 
Association of American Colleges, The Budget and College Planning, 
Washington, D. C.: The Association, 1966. 
Baker, James W. "Fund Accounting for Government and Institutions." 
in Accountant’s Encyclopedia, chaps. 31-32. Englewood 
Cliffs, N. J.: Prentice-Hall, Inc. 1962. 
Henke, Emerson 0. Accounting For Nonprofit Organizations, Belmont, 
California: Wadsworth Publishing Co., 1966. 
Morey, Lloyd and Yankee Glen C. "Accounting in Nonprofit Enterprises." 
Modem Accounting Theory. Edited by Morton Backer. Engle¬ 
wood Cliffs, N. J.: Prentice-Hall, Inc., 1966. 
Peloubet, Maurice E. "A General Survey of Cost Accounting--Its 
Problems and Setting," in Handbook of Cost Accounting 
Methods. Edited by J. K. Lasser. New York, N. Y.: 
D. Van Nostrand Co., 1949. 
Scheps, Clarence. Accounting For Colleges and Universities, Baton 
Rouge, La.: Louisiana State University Press, 1949. 
Thomas, John B. "Accounting For Educational Institutions," in Hand¬ 
book of Accounting Methods. Edited by J. K. Lasser, 
Princeton, N. J.: D. Van Nostrand Co., 1964. 
Washburn, Earle L., Accounting For Universities, New York, N. Y.: 
The Ronald Press Company, 1926. , 
Wixon, Rufus (ed), Accountants1 Handbook, New York, N. Y.: The Ronald 
Press Co., 1956. 
Articles 
Baldassare, Ernest W. "Reasons Why University Accounting Must Differ 
From Conventional Commercial Accounting." The Journal of 
~ Accountancy, August, 1949, pp. 111-120. 
Browne, L. L. "Physical Plant Budgets." College and University 
Business, September, 1956, pp. 30-31. 
Burkhardt, Godfrey F. "How to Budget for a Small College." College 
and University Business, August, 1961, pp. 45-46. 
-119- 
Cain, J. Harvey. "Depreciation Charges." College and University 
Business, September, 1959, pp. 27. 
Cain, J. Harvey. "Your Financial Report Should Inspire Confidence." 
College and University Business, June, 1967, pp. 35-36. 
Cohen, E. E. "How System of Budgetary Control Paid Off." College and 
University Business, January, 1954, pp. 24-26. 
Ernest, John H. "How to Prepare Annual Reports." College and Univer¬ 
sity Business, April, 1951, pp. 23-26. 
Feyerharm, R. W. "Budgetary Accounting Procedures for the Small Col¬ 
leges." College and University Business, May, 1955, pp. 24-26. 
Fluckinger, W. Lynn. ,rWhat College President Should Do to Assure Ef¬ 
fective Annual Reports." College and University Business, 
February, 1964, pp. 41. 
v * « 
Frisbee, Ira N. "Problems in Presenting the Financial Condition of an 
Endowed College." The Accounting Review, Volume V (1961), 
pp. 215-221. ^ 
Funkhouser, Robert D. "Applying Investment Trust Accounting to Con¬ 
solidated Endowment Funds." College and University Business, 
June, 1954, pp. 21-23. 
Holton, Thomas L. "Reports on Nonprofit Organizations." The Journal 
of Accountancy, January, 1959, pp. 61-67. 
Jenny, Hans. H. "Putting the Ten Year Budget in Practice." College 
and University Business, February, 1965, pp. 35-40. 
Johns, Ralph S. "Accounting for Endowment Funds." College and Univer¬ 
sity Business, March, 1951, pp. 25. 4 
Kenley, W. J. "Accounting For Schools and Colleges." The Australian 
Accountant, January, 1966, pp. 46-47. 
Lewis, Ralph and Wofsey, Robert. "Harvard Gets New View of Its Real 
Costs." College Management, November, 1966, pp. 29-34. 
McFadden, D. I. "Accounting--Should It Serve as a System of Records 
- - * or as an Aid to Management?" College and University Business, 
October, 1952, pp. 26-27. 
McGladrey, Ira B. "Something is Wrong With College Financial Reports." 
The Journal of Accountancy, August, 1949, pp. 103-110. 
Morey, Lloyd. "Greater Recognition is Needed of Applicable Principles 
in Governmental and Institutional Accounting." Accounting 
Review, July, 1958, pp. 469-471. 
-120- 
Murdock, William J. "Cost Accounting Can Play a Part." College and 
University Business, February, 1960, pp. 34-35. 
Nance, Paul K. "Unit Cost Analysis as a Key to Budget Adjustment." 
College and University Business, March, 1952, pp. 24-25. 
Rand, Edson R. "If Unit Cost Calculations Are to be Valid." College 
and University Business, August, 1955, pp. 25-26. 
Robinson, Daniel D. "The Accounting Function in Colleges and Univer¬ 
sities." Management Controls, March, 1966, pp. 57-61. 
Rikert, Carroll. "Accounting's Function." College and University 
Business, July, 1952, pp. 19-21. 
Sherer, Harry. "Modern Trends in Financial Reporting for Colleges." 
The Journal of Accountancy, September, 1950, pp. 211-212. 
; —-...v * « Published Reports 
Firmin, Peter A., et al. University Cost Structure and Behavior, 
Prepared for the National Science Foundation, New Orleans, 
La., 1967. 
Unpublished Materials 
Aubert, Alice H. "Characteristics of Institutional Accounting." 
Unpublished master's thesis, Columbia University, 1948. 
Baldassare, Ernest W. "University Accounting." Unpublished master's 
thesis. New York University, 1949. 
4 
-121- 
Published College Financial Reports 
Amherst College 
Barnard College 
Bennington College 
Brown University 
Carnegie Institute of Technology 
Colgate University 
Cornell University 
Drexel Institute of Technology 
George Washington University 
Harvard University : 
John Hopkins University 
Lehigh University 
Middlebury College 
Princeton University 
Radcliffe College 
Simmons College 
Smith College 
University of Pennsylvania 
Wesleyan University 
Williams College 
Yale University 
-122- 

